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OBJECTIVES 



This unit should make prpgress toward helping, pupils develop t 
GENERALIZATIONS 



1, Economic waii^ts of people seem never to 
be satisfied, since many goods and serv- 
ices must be replenished constarttly as 
they are used up, since popuration Is 
expand ingi and since^new inventions or 
styles create new v/ants, 

2. Prices are affected by changes in supply 
and demand, 

a. Demand is affected by the supply 
of money and credit* 

The elasticity of the demand for 
goods varies* For some ''essential'' 
goods demand does not differ much 
regardless of the priced ' 

3. In a private enterprjse system, alloca- 
tion of resources to different kinds of 
production is achieved largely by chang- 
ing patterns of consumer demands and by 
the responses of producers who wish to 
make a prof it, 

4, Competition exists where there are a 
number of se 1 1 ers Of a pTOduct of^ffjffrv- 
ice arid no single seller can dominate 
or control the market price* However, 

"price competition is not the only form 



which compe 

a , F i rms m 
cutt ing 



b. 



c. 



d. 
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entry o= 

b. Gove.rnmi 



U develop the followingi 



which competition takes, 

a. Firms may compete with each other by 
cutting prices, 

b. Firms may compete with each other by. 
trying to Improve the quality of their 
product or by product differentiation^ 

c. Firms may compete with each other by^ 
heavy advertising to make their pro- 
ducts better knov/n and so increase 
the demand for them rather than for 
competing products, 

d. Firms may compete with each other by 
introducrng substitute products which 
will be more attractive to consumers 
or cheaper. 

V/hen there is a monopoly or such a con- 
centration of production in the hands of 
a few firms that these firms can dominate 
priceSj competition is reduced and supply 
may be restricted In lieu of cutting prices 

a. Competition is affected by the end of 
entry of^new competitors Into a field. 



h. Government policies may tend to reduce 
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or increase pressure toward concen- 
tration of industry or monopol ist ic 
tendencies. 

6, In a competitive system many of the 
consumers do not have a perfect knowl- 
edge of prices and qualfty of goods i 
consequently, the market system does 
not always work out in practice as 
described In theory, 

7^ Laborers may- join together In labor ^ 
unions to agglomerate th€ir pwer* 

a* Collective bargaining by labor 

unlona may help restore competition 
at times I or rnay hurt competition, 

0. As cMipared with Individual enterprises 
and partnersh ips I corporationi make pos- 
sible both a larger investment In capi- 
tal goods (with an accompanying mass 
production and lower costs) and a con- 
trol of this investment with a much 
smaller amount of money than the capi- 
tal goods are worth, 

a. Corporations make possible a larger 
investment In capital goods than do 
most Individual enterprises and 
partnerships since shares of stock 
can be sold to many people. 

b* A few large stockholders can control 
a corporation with a relatively small 
investment of money as compared to 



the capital goi 
tionc. 

c. Hold ing compan 
uals to pyramii 
number of othe 
a smal 1 amount 
to the total wi 
panles, 

9* Industries SGmstimi 
costs which the Ini 
Such costs somatlmi 
regulation or sxpei 

10, Specialization of 
and rag ions leads i 

a* Coinpanies somel 
products to pre 
curity against 
profits from or 

11. In the long run* a 
be achieved only b^ 
ductlvlty, 

12* Investment In techr 
development may lea 
technology and so I 
because of more or 
goods , 

a. New inventions 
of production. 



the capital goods owned by the corpora 
tion. 

c. Holding compariles permit a Few individ 
uals to pyramid their control over a 
number of other corporations with Just 
a small amount of monay as compared 
to the total worth of all of the com« 
panles. 

Industries scmatimes Involve third party 
costs which the industry doss not pay. 
Such costs somatimas lead to government 
regulation or ©Hpandltur®?. 

Specialisation of individuals, businesses^ 
and rag ions loads to Intardepandance* 

a* Companies sometimes diversify their 
products to provide for greater se- 
curity against risks pf a drop in 
profits from one protfiictj 

In the long run^ a rise In real wagiss will 
be achieved only by a rise in labor pro- 
ductivity. 

Investment In technological research and 
development may lead to higher leva Is of 
technology and so to greater productivity 
because of more or better quality capital 
goods, 

a. New inventions open up whole new fleldi 
of production. 
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b. New technological developments bring 
improved efficiency to tools and 
machines and increased labor pro- 
ductivity* 

13* Most businesses fn mature economies de- 
pend more upon corporation savings for 
new investment than upon investment 
from outside the business, 

14, Output can be increased by a more effl-' 
cient combination of productive resources 
(by the way in which production is or* 
ganiEed), 

a. The most efficient combination of 
resources is the one which produces 
the largest output. given the same 
cost or value of resourca Input, 

b. Division of labor and specializa- 
tion dan increase a person's output^ 

1) Mass production permits reduc- 
tion in costs, but tt is depen- 
dent upon a big enough market to 
make it profitable, 

2) Mass production, with its great- 
er specialization and substitu- 
tion of capital goods for labor, 
permits reduction of costs, 

3) Mass production needs a mass 
market with mass consumers, as 
well as standardization of pro- 



ducts and parts 
t ion of cap i ta 1 

c. Up to a certain degr 
production Is likely 
duced costs by sprea 
over a larger output 
increas ing product Iv 

15. Purchasing costly j terns 
the cost to the consumer 
proves more profitable t 
to the sel ler , 

16. People buy insurance to 
to themselves I the risks 
many people, 

17* Culture traits may sprea^ 
well as by internal Inve 

18, A culture is an integrati 
In one part of the cuitu 
ramify and bring about cl 
parts of the system. 



SKILLS 

1 , Attacks probl e m s in a rai 

a. Identifies value-conl 

b. Identifies factual qi 
need invest i gat ion. 
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of labor and special iza- 
increase a person's output, 

production permits reduc- 
in costs, but it Is depen- 
upon a big enough market to 
it profitable, 

production, with its great-- 
pec iai izat ion and substitu- 

of capital goods for labor, 
its reduction of costs, 

production needs a mass 
2t with mass consumers, as 
as standardization of pro- 



ducts and parts and a high propor- 
tion of capital goods. 

c. Up to a certain degrQe, large-scale 
production is likely to lead to re- 
duced costs by spreading fixed costs 
over a larger output of goods and by 
i ncreas I ng product i v I ty of 1 abor, 

15. Purchasihg costly Items on credit raises 
ihe cost to the consumer and frequently 
proves more prof 1 table than cash sales 
to the sel ler, 

16. People buy insurance to reduce the risk 
to themselves I the risks are spread among 
many people, 

17. Culture traits may spread by diffusion as 
well as by internal Invention, 

18. A culture is an integrated whole; a chahge 
in one part of the cultural system will 
ramify and bring about changes In other 
parts of the system. 



SKILLS 

1 . Attacks problems In a rational m anner, 

a. Identifies value-conflicts, 

b. Identifies factual quest ions which 
need invest igat ion. 
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c. Sets up hypotheses* 

L ocates information eff Icientlv ^ 

a* Uses Reader Guide to locate in- 
fo rmat ion. 

Gathers Information effectively ^ 

a. Draws inferences from data, 

1) Draws inferences from tables 
and graphs* 

b« Uses index numbers, 

c. Reads for detailc, 

Evajuates Information and sources of 
I nf or mat ion^ . 

a, 0 1 St ingu i shes between relevant and 
irrelevant data, (Detects persuasion 
dev 1 ces , ) 

IdentiFIes incomplete data. 

c« Detects i neons i<>tenc ies , 

Org anizes and analyzes d ata and draws 
conc l us ionsV ' 

Applies prev lous 1y- learned concepts 
and generalizations to new data, 

b^ Uses simple mathematical devices 



I 
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e mathematical devices ^ 



to analyze data, 

c. Uses ffiodels to help analyze data, 

d. Identifies differences in data, 

e. Tests hypotheses against data. 

f. Generalizes from data, 

g. Considers probable consequences of 
alternative courses of action. 

ATTiTUDES 

1, Is cuiious about social data, 

2, Is sceptical of the finality of knowledge. 
Holds theories and generalizations as 
tentative, subject to change in the light 
of new ev idence. 



EKLC 
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CONDENSED OUTLINE OF CONTENT 

I. The auto Industry has the largest manufacturing firms 
in the U.S. and, along wi th the related f I rms, const! cutes 
the largest sector of U.S. industry. 

A. A large proportion of Americans consider cars a 
necessity, not a luxury. The car has affected many 
aspects of American life. 

B. f4any auto companies and companies related to the 
auto industry are found among the largest cor- 
porations in the country, 

C. The auto industry has given rise to many other 
related industries or has at least Increased their 
sales tremendously, it has also caused some in- 
dustr I es to decl ine, 

II. An auto was developed first in Europe, and the ideas 
were borrowed by Americans who developed a highly 
compatltive Industry In the early days of the auto- 
mob lie. 

A. The first auto was built In Europe, and many 
ideas were brought to the U.S. 



B. The 

un 



eauto industry did not develop in this country 
til after the bicycle craze led to the develop- 
ment of better roads. 



In the early part of this century (1900-1920), . 
there were a large number of auto companies which 
assembled cars from parts which were made largely 
by other companies. Many of these companies 



failed soon, but others made profits for a number 
of years, 

0, GM was organized as a holding company in 1908 

(holding the companies of Buick, Cadillac and the 
Olds as well as eight other lesser auto companies 
and a number of companies making individual 
parts for autos). Although GM almost went bankrupt 
a few years later, it was reorganized and had 
surpassed Ford in sales by 1927. lost sales supremacy 
briefly, but regained and has held it since 1930. 

E. Ford developed a sturdy car, built only one model 
at a time, and mass-produced the car with inter- 
changeable parts and an assembly line in order 

to cut costs. He sold the car at a low price in 
order to get a big market and made his profits by 
. a small profit margin on many sales. (He assumed 
an elastic demand for cars.) Other companies 
assumed an Inelast ic demand and continued to sell 
at higher prices. Ford soon outstripped all of 
the others in sales and profits. 

F. Once the market had been saturated with current 
cars, other auto companies began to build new 
models with different styles in order to persuade 
people to buy new cars before the old ones wore 
out. Ford, who stayed with his one model and color 
for a number of years, began to drop behind 
General Motors in sales. Finally, he too, shifted 
to a new model . 

Today the auto industry is an ollgolopy, with three 
companies selling over 80 per cent of the autos and 
one company selling 50 per cent of the autos. 



C, The consumer frequently buys on credit, and he 
needs to be wel 1 - 1 nformed If he Is to get the 
cheapest credit or know how much ho is really 
paying for credit, 

D, Consumers In the market for cars need to budget 
carefully and consider many factors other than 
credit or the attributes of different cars before 
buying. 

The auto Industry provides an example of third party or 
consumer costs which are not borne by the industry 
Itself, 

A. The auto industry has not always paid as much 
attention to safety as many think they should 
have. Not only have they let style interfere with 
safety features within carsi but they have deveN 
oped more and more powerful cars and have not 
always warned purchasers of faulty features of 
cars which may cause accidents. 

The industry could not survive unless the govern- 
ment bu 1 1 1 roads I and h I ghway duvelopment and 
city traffic problems are affected by changes in 
auto styling and power and sales, 

C. The auto Industry has done Tittle to try to solve 
the problems created by Junked cars, 

0. The auto (ndustry has done little to try to reduce 
the air pollution which Is creating problems for 
cities around the country, 

0, Gpyernment regulation of the auto industry has 

arisen because of these third party or consumer costs. 
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OUTLINE OF CON 



IS CURIOUS ABOUT SOCIAL DATA, 



L The auto Industry has the la 
firms in the U,S, and, along 
firms, constitutes the large 
industry* 



A. A large proportion of Ame 
a necessity I not a luxury 
ted many aspects of Ameri 



S . Dravvs i nf erences f rom tables and graphs . 
S, Sets up hypotheses . 
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OUTLINE OF CONTENT 



tOClAL DATA I. The auto industry has the largest manuf actur i ng 

firms, constitutes the largest sector of U.S. 
stry. 



A A large proportion of Americans consider cars 
a necessity, not a luxury. The car has affec- 
ted many aspects of American life. 



from tables and graphs , 
s , 
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TEACHING PROCEDURES 
I n 1 1 latory Act i v 1 1 ies 

K Give pupils the questionnaire in the appendix. This 
questionnaire should stimulate pupils to think more 
about the effects of automobiles on American life and 
on their own lives, It should identify some of their 
attitudes toward autombb i les , and their susceptibility 
to certain kinds of advertising, and It should find out 
what they already know about the auto industry. 



2, Have a cormilttee tabulate the results of the question'- 
naire, or do the tabulation in class. Then do the 
followlngi 

a. Have the class figure out the average number of cars 
per family and people per car as reported by pupils 
In answer to the f I rst quest ion on the quest ionna I re, 
Then show the class a chart comparing car .ownership 
' ^ per capita today and In earlier years. Ask; V/hat 
has happened to car ownership In this country.? 

Perhaps project the chart on increased registration 
of cars and trucks from 1940 to 1965 in Goodman and 
Harriss. Compare It with a table or graph showing 
changes In population during this period, Ask- 
How can you explain the great increase In auto 
registration over this period as compared to the 
Increase In population? Why do you think auto 
registrations increased so much more rapidly than 
trucks and buses ? 
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UKfcb MATERIALS 
V 1 1 1 es 

the questionnai re In the appendix. This See Appendix 

re should stimulate pupils to think more 
ffects of automobiles on American life and 
n lives, it should identify some of their 
Dvvard automobi les , and their susceptibility 
kinds of advertising, and It should find out 
1 ready know about the auto Industry. 

ittee tabulate the results of the question- 
D the tabulation in class. Then do the 



3 class figure out the average number of cars 
ily and people per car as reported by pupils 
ir to the first question on the questionnaire, 
)W the class a chart comparing car ownership 
ita today and in earl ier years , Aski What 
)ened to car ownership in this country? 

project the chart on increased registration Goodman and Harriss, 

and trucks^from 1940 to 1965 In Goodman and Economics, p, 38h 
Compare it with a table or graph showing - — 

in population during this period, Aski 

you explain the great increase in auto 
St ion over this period as compared to the 
I In population? Why do you think auto 
itions increased so much more rapidly than 
ind buses ? 
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A culture Is an integrated whole; 
a change in one part of the cultural 
system will ramify and bring about 
changes in other parts of the system 



Detects inconsistencies . • 

The elasticity of the demand for 
goods varies. For some "essen- 
tial" goods, demand does not differ 
much regardless of the price. 

Detects inconsistencies. 



IS CURIOUS ABOUT SOCIAL DATA, 
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Use the responses to questions 2, 3, 5, and 6 to 
discuss the effects of the auto on American life 
and the role of the auto In their own lives. 

Nowread aloud a quotation or brief article de- 
scribing the, changes which have resulted from the 
use of the car and current place of the car in 
American life. Or have a pupil investigate and 
report on changes. 

Compare the class' responses to question 15 on the 
elasticity of dGmand for cars with the class' re- 
sponses to question two. Asks Are your responses 
consistent? What factors do you think may have led 
to greater inelasticity of demand for cars than In 
the early years of the autornob i 1 e? 

piscussi Do the responses to question 8 on tlie 
kind of car desired agree with the responses to 
question 7 on why members of the class want a 
car? (If they have answered transportation to number 
7 and have indicated a desire for an expensive prestl 
car in number 8, ask: Do you need* this expensive car 
tlie purposes you have indicated? Why do you want 
It then? I^elate the desire to other factors to 
which auto makers cater or to appeals which they 
try to mal<e, } ' - 

Have pupils begin to collect car advert Isemenis and 
cartoons dealing with cars. These will be used 
later in the unit, but point out now that they 
should begin to think about the kinds of ads 
which appeal to them and what these appeals are 
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se the responses to questions 2, 3, 5, and 6 to 
iscuss the effects of the auto on American life 
nd the role of the auto In their own lives, 
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sport on changes. 

ampare the class' responses to question 15 on the 
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: then? Relate the desire to other factors to 
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See Comp ton ' s P ] c tured 
1541^^^11. VoT. 1, pp . 
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A. IS CURIOUS ABOUT SOCIAL DATA. 



ERIC 



G, Culture traits may spread by dif* 
fusion as well as by internal 
invention* 



A. IS CURIOUS ABOUT SOCIAL DATA.. 



S , Sets up hypothese s. 



B, Many auto companies and co= 
the auto Industry are foun 
corporations In the countr 



DUT SOCIAL DATA, 

I may spread by dif- 
) as by internal 



DUT SOCIAL DATA,. 



B. Many auto companies and companies rGlated to 
the auto industry are found among the largest 
corporat ions I n the country. 



jeses , 
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e. Use the answers to question 13 if most pupils say 
that Henry Ford or at least some American invented 
the car. Ask for a volunteer to check on this 
idea and investigate the early history of the auto- 
mobile, (He should report below in activity #14). 

f. Use the answers to questions 9 and 10 to find out 
how much time the class should spend developing 
the concepts of mass production and automation 

in connection with the unit. 

g. Use the responses of the class to question 11 to 

f ind out how well known the UAW is. If it is well . 
known j ask* Why do you think so many of you know 
about this union? If It is not well-known, point 
out that they will find out more duirl^ng the unit 
about' why it is a powerful un ion which affects the 
lives of pupils in the class* 

h* Use the answer to . question 12 to point out that 
the class lists oftly a few companies. Asks 
Do you think this is because there are only a few 
or because you Just don't know the others? (Begin 
to introduce the Idea of a market in which only a 
few companies control the production of the product,) 

I, Have pupils note their answers to 14, Then show 
charts or figures or read aloud quotations to show 
that prices do not usually fall when demand for r 
cars drops off. Aski Why do you think this might, 
be so? Let pupils set up hypotheses. 
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Draws inferences from tables, 



Mew Inventions open up whole new 
fields of production. 

Specialization of businesses makes 
for interdependence. 



G, The eiasticity of the demand for 
goods varies, For some ^'essentlar' 
goods, demand does not differ much 
regardless of the price. 

Draws Inferences from tables . 

S. Sets up hypotheses. 



C, The auto industry has 
related industries or 
their sales tremendou 
some industries to do 

1 * The auto industry 
the gasol Ine Indus 
dustry (which bega 
for bicycles)* 

a* Tl re companies . 
kinds of compan 
accessories for 

b, Gasol i ne for cai 
elastic demand, 
for any one proc 
This means that 
compan 1 es do nol 
in total and ger 
in prof Its, 
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C. The auto industry has given rise to many other 
related industries or has at least incrlased 
their sales tremendously. It has also raused 
some Industries to decline 



1 



The auto industry has brought prosper i ty to 
the gasoline industry and to the tire in- 
dubtry (which began earlier making tirps 
for bicycles ). y <. ua 

a. Tire companies are only one of many 
kinds of companies making products or 
accessories for cars. 

b. Gasol ine for 



^. , cars tends to have an in- 
elastic demand, even though the demand 

' Jeer's gasol Ine is elastic, 
price wars among qasollne 
companies do not lead to Increased 
in total and generally lead 
in profits. 



for any one 
This means that 



to a 



sa 
drop 



es 
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Deve ] Qpmenta 1 P rocedu res 

3, Show the class the current Fortune list of the largest The 

companies In the United States, Use the top 20 or Fortune each 

companies. Have pupils count the number which are 
directly engaged in auto production or Che produGtlon 
of auto parts. How many more are indirectly related 
to auto-production? How? This list includes a state- 
ment of profits and of assets. Provide, figures on 
the government expenditures the previous year for the 
pupils' own state. How does this figure compare with 
the profits made by Qeneral Motors? 

Have pupils try to list all of the kinds of Industries 
which have grown up to service autos or provide auto 
parts. Now have a pupil check the local telephone 
directory and with a car dealer to add to the list* 



Give pupils a t;able showing gasoline sales at different McAllister, " 
prices. What happens to the sales? Is the demand Demand for Ga 

elastic or Inelastic? Or show a Figure on eteticity. Aski 230. J 
How can you explain this? V/ould you expect the demand 
for gas to be more or less elastic, than the demand for 
salt or bread? V^hy? Do you think the demand today 
would be less elastic than It was some twenty .years 
ago before the suburbs grew so rapidly? Why or why not? 



I 



ledures 
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table showing gasoline sales at different McAllister, -'Elasticity of 

happens to the sales? Is the demand Demand for Gasolinei" p, 

elastic? Or show a Figure m elastidty, Ask^ 230. 
Kplain this? V/ould you expect tlie demand ' 

more or less elastic than the demand for 
T V/hy? Do you think the demand today 

elastic than it was some twenty years 
B suburbs grew so rapidly? Why or why not? 



Firms may compete with each other 
by cutt 1 ng p r ices * 

The elasticity of the demand for 
goods varies. For some "essential'* 
goods, demand does not differ much 
regardiess of the price* 

Sets up hy potheses . 



Tes ts hypotheses against data . 

The elasticity of the demand for 
goods varies* For some essential 
goods, demand does not differ much 
regardless of the price. 



Generalizes from data. 



Spec ial lEat ion of individuals, 
bus i nesses , and regions leads 
to i n terdependence. 



2, .Many industries ha 
Industry even thou 
do wi th autos as s 
taurants, etc. ) 



i 



H8» 



eta wi th each other 
ces , 

of the demand for 
For some ''essential*' 

does not differ much 

the price, 

eses . 



as agajnst data , 

of the demand for 
For some essential 

loes not differ much 

:he price. 



)m data* 



of individuals, 

regions leads 
nee. 



2, Many industries have been aided by the auto 
industry even though they have nothing to 
do with autos as such. (e.g. motels, res- 



taurants , etc, } 
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Have pupils compare gasoline prices at stations stalling 
different brands of gasoline/ How much do they dlFfer? 
What would be likely to happen If one station greatly 
reduced its prices? Why don-t companies reduce their 
prices more frequently In order to take customers away 
from other gas stations? Would total sales be likely 
to rise? V/hy or why not? What would happen if one 
station reduced its prices? Explain the meaning of 
price war if no one can explain ft, Askt Would total 
sales of gasoline be likely to increase during such a 
price v/ar? Why or why not? What would happen to the 
profits of a company during such a war? 



If a recent gasol ine price war has been going on^ have 
pupils check vnth gasoline station owners about v^hat is 
happening to their sales and profits. Let pupils make 
a chart showing the sales as against prices. Who is 
making the most sales? Have total sales gone up or 
down or stayed about the same? What do these figures 
show about the elasticity of demand for a particular 
brand of gasoline? about the effects of price vvars 
upon gasoline dealers in gSneral? 



Now compare tfie elasticity of demand For autos and for 
gasoline in this country, V^hich is more elastic? Why? 



Hcive pupils try to list industries or businesses v/hich 
have been aided by or even grown up as a result of the 
widespread use of the auto even though they have nothing 
to' do with cars as such. 
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mipare- gasol ine prices at stations selling See discussion on price 

ids of gasoline. How much do they diffiar? vmrs for rj^achers, McAllister 
likely to happen if one station greatly "ElaiUicity of Demand for 

ices? Why don't companies reduce their Gasol i ne^ ■- pp, 233-235, 

'equently In order to take customers away 
stations? Would total sales be likely 

or why not? What would happen if one 

^d its prices? Explain the fineaning of 

10 one can explam it. Ask: Would total 
ine be likely to increase during such a 

ly or v^hy not? What would happen to the 

lompany during such a war? 



isoline price war has been going on^ have 
fith gasoline station owners about what is 
heir sales and profits. Let pupils make 
ig the sales as against prices. V/ho is 
t sales? Have total sales gone up or 
about the same? What do these figures 
elasticity of demand for a particular 
ine? about the ePfects of price wars 
ers in genera 1 ? 



e elasticity of demand For autos and for McAllister, "Elasticity of 
is country. Which is more elastic? Why? Demand for Gaso I i ne,*' p. 232- 

233. 
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ta* A culture is an Integrated whole; 
a change in one part of the cul- 
tural system will ramify and brfn 
about changes in other parts of 
the system. 



S, Uses Reader's Guide to locate in« 
^omajt 10^, 

S, Sets up hypotheses. 



G. Firms may compete with each other 
by introducing substitute product 
which will be more attractive to 
consumers or cheaper, 

G. A culture Is an integrated wholei 
a change in one part of the cul- 
tural system will ramify and brini 
about changes in other parts of tl 
system. 



G, Specialization of individuals ^ 
businesses, and regions leads 
to i nterdependence , 



3, The auto Industr 
affecting Its pr 
parts of the nat 



S 




Sets up hy potheses 



1 1, An auto was developed f 
ideas were borrowed by 



IS an integrated whole; 
n one part of the cul* 
em will ramify and bring 
ges In other parts of 



tion of individuals, 
, and regions leads 
ence. 



Dot heses , 



L!j.^ujde to locate In- 



)o theses. 



:ompete with each other 
:lng substitute products 
be more attractive to 
)r cheaper, 

s an integrated wholej 
I one part of the cul- 
m wjli ramify and bring 
es In other parts of the 



3, The auto industry Is so large that anything 
affecting its prosper fty affects other 
parts of the nation's economy. 



otheseSt 



1 1. An auto was developed first in Europe, and the 
ideas were borrowed by Americans who developed 
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io. Perhaps have pupils read the article on "Auto Sales- 
Barometer of Prosperity," Then discuss: Why is the 
prosperity of the auto industry so important to the 
prosperity of the rest of the nation? What would 
happen if there were a long strike in the auto indus- 
try? 



11.. Have puplls use the Readers ' Guide to locate articles 
dealing with the many econornrc~iWects of the ai'to 
stril<e durin<3 the winter of 1967-68, (If nBcessary 
review the use of the Reader's Guide. ) 



12. Have pupils list kinds of companies which would have 
gone out of business or decl ined drast Ically as a re- 
sult of the widespread use of the auto. Perhaps have 
one pupil give 9 report on problems facing railroads 
today. 



13. 



Prepare a bulletin board display on THE AUTO INDUSTRY 
THEN AND NOW. On one side, of the board show the early 



a pupils read the article on '*Auto Sales-- 
f Prosperity,-' Then discuss: Why is the 
of the auto Industry so important to the 
of the rest of the nation? What would 
here were a long strike in the auto Indus- 



Senior Scholastic, Oct* ]k. 
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use the Re ader s ^ 
h the ma ny ecoirdm ic eTf ec t s of 
ng the winter of 1967-68. (If 



jse of the Reader^^s Guide,) 



locate art Ides 
the a»«to 
necessary i 



Use Reader^s Guide to locate 



art icles, 
graphy. 



TTio 



see b ibl lo- 



list kinds of companies which would have 
business or declined drastically as a re- 
widespread use of the auto. Perhaps have 
ve a report on problems facing rail roads 



jlletin board display on THE AUTO INDUSTRY 
U On one side .of the board show the early 



Use local library files for 
pictures. Or see Rae, Am, 



EKLC 



6. Firms may compete with each other 
by trying to improve the quality 
of their product or by product 
d If ferent iat ion, 

A, IS CURIOUS ABOUT SOCIAL DATA, 



6, Culture traits may spread by dif- 
f us ion. 



S . General jzes from data. 



highly competitive industry In the early days 
the automob lie. 



The first auto was built in Europe, and many 
ideas were brought to the U.S. 

The auto industry did not develop In this 
country until after the bicycle craze led to 
the development of better roads. » 

In the early part of this century (1900-1920), 
there were a large number of auto companies 
vshich assembled cars frofri parts which mm largely by 
other conpanies. Many of these ccmpanies failed soon, 
but ^lers made praflts for a number of years. 

h Most of the early cars mrm assembled in- 
dividually at a high cost; hov/ever, a com- 
pany could be organized with few funds and 
could build on credit and sell for immediate 
cash, 



2, Many of the early companies which lasted 



competitive auto industry and on the other side show 
the modern oligopoly. Include pictures oF products 
of the times and costs and techniques of production. 
(Or use an opaque projector to compare the products 
and show charts on the structure of the industry to- 
day and In the pas t, ) 



Al) tomob i I e 
s u_r y_ J) r t ITc 
Hebb , D5Ts 



Askt Given what you have studied earlier, what is the 
usual, claim about why products are improved by. firms? 
Why would an industry which has become less competitive 
produce cars which most think superior to those produced 
In the days of greater competition? Let pupils set 
up hypotheses. 



14, Have a pupil or committee investigate and report on the 
early history of the automobile, including the earliest 
inventions, in Europe, the ,d i f fus Ion of the idea to the 
U.S*, the many companies ,which produced individual autos, 
ways in. which these cpmpanies raised money, and the way 
In which producers of other goods began to produce autos. 
Afterwards digcussi ^Why' dp you think there were so many 
auto companies then and so few now? How did the bicycle 
craze contribute to the development .of the auto industry? 



Perhaps show the f 
the history of the 



1 m Aut0"B i oqraphy which dea Is w i 
automobile in this country. 



Rae, 
1-3, 



Am. Au 
on *s F 



ped 



See graphs 
dents and \r 
years in 
rican Ir 



F i Im: Auj:c 
D I 5 t r i bu teci^ 
26 m I n , 



I auto industry and on the other side show 
.oligopoly. Include pictures of products 
^s and costs and techniques of production, 
opaque projector to compare the products 
larts on the structure of the industry to- 
the past, } 



Au Lomobj^le; Stein; The^Trea^ 
tKe A u t Of no b i To ; ^ " 



s u r 
H'eHbV 



CaVs 



! n 



1 cturcs . 



I v^hat you have studied earlier, what is the 
I about why products are Improved by^firms? 
in industry which has become less competitive 
s which most think superior to those produced 

of greater competition? Let pupils set 
es . 



1 or committee .invest I gate and report on the 
'ry of the automobile^ Including the earliest 
In Eucopei the .d i f fus I on of the idea to the 
lany companies which produced Individual autos^ 
ch these companies raised moneys ^nd the way 
oducers of other= goods began to produce autos. 
digcuss: Why dp you think there were so many 
ies then and so few now? How did the bicycle 
ibute to the development .of the auto industry? 



w 



le film Auto-B iography which dcali 
of the automobile in this country. 



with 



Rae, Arn,_Automobi le^ chs , 
Compton 's Pictured Ency£^lo- 

bMja^ pp- 5^-5727^ vol . ;t, 

See graphs on no, of indepen- 
dents and makes of autos over 
years in V/eiss, Icpnomics an^J 
Ame r i can J^n d u s t r^y^ ^ " p ,327.' 
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at all came to a* 
made in producin- 
b i cycles * wagons 

D, GM v/as organized as 
(holding the compan 
the Olds as wel 1 as 
companies and a nuniL 
individual parts foi 
almost went bankrupl 
was reorganized and 
by 1927, lost sate sup 
has held it since 15 



Mass productfon permits reduction 
in costs J but it is dependent upon 
a big enough market to make it pro- 
fitable, ^ 



Ford developed a stu 
model at a timej anc 
interchangable parts 
order to cut costs,: 
price in order to gt- 
his prof i ts by a sm^ 
sales, (He assumed i 
cars , ) Other compan 
demand and continued 
Ford soon outstrlppe 
sales and proffts, ' 



Sets up hypotheses. 

Tests hy potheses aqainsr Hat^, 

Djiaws Inferences from graphs, 



F. Once the market hadv^ 
cars , other au to com 
models with d i f feren 
suade people to buy ; 
ones v/ore out. Ford 
model and color for - 
to drop behind Gener- 
ally, he too, shi 



at all came to auto production with funds 
made fn producing other products such as 
. bicycles, wagons, etc. 

GM was .organized as a holding company in 1908 
(holding the companies of Buick, Cadillac and 
the Olds as well as eight other lesser auto 
companies and a number of companies making 
individual parts for autos). Although GM 
almost went bankrupt a few years later, it 
was reorganized and had surpassed Ford in sales 
by 1927, lost sale supremacy briefly, but reqained and 
has held it s ince I93O. 



w I th 



3n permits reduction E. Ford developed a sturdy car, built only one 

larket to make it pro- i nterchangab le parts and an assembly line in 

order to cut costs. He sold the caf at a low 
price in order to get a big market and r 
his profits by a small profit margin on „„ 
sales. (He assumed an elastic demand for 
cars,) Other companies assumed an inelastic 

■ _ • demand and continued to sell at higher prires. 

Ford soon outstripped all of the others in 
sales and profits. 

F' Once the market had been saturated with current 
es sanln^f r^a^a ^^5®,' conipanles began to build new 

gs^a g jnst data. rnodals with diFferent styles in order to per- 

es from araoh^ " people to buy new cars before the old 

S3^nm.MMni' ones wore out. Ford, who stayed with his one 

model and color for a number of years, began 
to drop behind General Motors in sales. Fin- 
ally, he too, shifted to a new model. 



15* Have a pupil report on Henry Ford4 contribution to the Rae, Th 
auto industry. Be sure that the class discusses the chs. 
importance of mass production and of his pricing policy See fig 
as well as the problems which he encountered In the 19204 Weiss," 
when other companies came out with many different styles. I ndus t r 



16. Be sure to discussi Would Ford's pricing policy result See graj 
in a profit Tor products of inelastic as well as elastic and Ame' 
demand? What would happen to the elasticity of demand 
as more autos were sold in the early I920U? Set up 
hypotheses and then check against a graph which shoves 
autos and households from iSgo to 1950, 
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report on Henry Ford's contribution to the Rae, The Arne r i ca n Au t omob 1 1 e , 
. Be sure that the class discusses the chs. W-T, pp, SS-nOO. 

mass production and of his pricing policy See figures on his prices in 
e problems which he encountered in the 1920's Weiss, E conomjcs^ and Ame r i ca n 
npanies came out with many different styles. I n dus tr^ , p. 330. - 



3CUSS: Would Ford's pricing policy result See graph In Weiss, Economjcs 
jr products of inelastic as well as elastic and Americ an Industrf. P. 533 

would happen to the elasticity of demand 

were sold In the early I920's? Set up 
i then check against a graph which shows 
ieholds from 1890 to 1960. 
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A. IS CURIOUS ABOUT SOCIAL DATA. 
S . Uses Index numbers . 
S , Generalizes from data. 



Ill, Today the auto industr 
three companies selllr 
autos and one company 
the autos. 



Sets up hypothe sRs, a Tk= , . 

— A. The auto industry h 

G. Competftlon exists where there are w®'f. P^'^^^' '^'h 

a number of sellers of a roiu.flr b lo™f 

service and no single seller can oeiow supply, 

dominate or control the market price 
However, price competition is not 
the only form which competition 
takes. 
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lOUS ABOUT SOCIAL DATA. 
idex numbers . 
I izes from data. 



III. Tpday the auto industry is an oligopoly, wit^h 

iree companies selling over 80 per cent of 'the 
itos 9nci r^*^'^ 1 ^ . „ = 

the autDs. 



autos and one company selling 50 per cent of 



hypotheses . 

Ion exists where there are 
of sel lers of a product or 
and no single seller can 
or control the market price, 
price competition is not 
form which competition 



A. The auto industry Is an example of adminis- 
tered prices, In which 
duct Iran rather than 
below supply. 



pr 



companies reduce pro- 
ces when demand fa 1 Is 
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7, If possible bring in old magazines from the or 
earlier and have pupils look at auto ads at that 
time. They should identify car features which were 
introduced at that time which pupils have thought must 
h'ave been part of cars from the beginning. They might 
compare car costs in the two periodSj using wage in- 
deKes to figure out to what extent the rise in costs 
have been offset by increases in wages. Do people 
have to spend a smaller or larger proportion of wages 
for a car today than in this earlier period? Are peo- 
ple paying for greater quality as well as different : 
styles today? 

8, Project a table or graph showing prof its by General V/eisS| Ec^ 
Motors from 1930 on and in 1955-59. Do the same for Indus tryT 
the other large companies. 

Also project' a table or chart showing the proportion Motor Trg^ 

of the cars sold by the different companies in the 
past year or over a period of years. (A pup 1 1 could 
. construct this chart from data obtained in Motor Tre nds . ) 

9, Review the hypotheses about the relationship between 
prices and demand for cars which pupils developed for 
the questionnaire (see question #14 and activity 21), 
Now aski Would you expect to find sales prices chang- 
ing somewhat throughout the year? Why or why not? 
(Cite prices of other, goods which do shift during the 
year.) ^et pupils set up hypotheses about what they 
think might happen to car prices during the course of 
one year, (The class might set up two hypotheses , one' 
about list prices from the manufacturer and one about 
pr ices from dealers , ) 
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over a period of years, (A pupil could 
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V/e i s s , Economjcs and Amer i c an 
Indus try; pp. 07 37 0 . ^ ™ ' 

-Mot^or Xren^s 1'"'-' 



potheses about the relationship between 
mand for cars which pupils developed for 
aire (see question #l4 and activity 21), 
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throughout the year? Why or why not? 
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appen to ear prices during the course of 
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G. When there is such a concentration 
of production in the hands of a 
few firms that these firms can dom- 
inate prices, competition is reduced 
and supply can be restricted in Heu 
of cu?:tlng prices. 



S . Tests hypotheses af|flingt Ha»p 

A. IS SCEPTICAL OF THE FINALITY OF 
KNOWLEDGE. HOLDS THEORIES AND 
GENERALIZATIONS AS TENTATIVE, SUB- 
JECT TO CHANGE IN THE LIGHT OF NEW 



S- ££IMS Inferences from tables and i. the other cc 

a^tfins. General 

G. When there is a monopoly or such a to^force cm 

concentration of production in the berause of i 

hands of a few firms that these firms ference 
can dominate prices, competition is 
reduced and supply may be restricted 
in lieu of cutting prices. 

^' General izes from data. 
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3 is such a concentration 
tion In the hands of a 
that these firms can dom- 
;es , competition is reduced 
i can be restricted in lieu 
3 prices. 



)theses a gainst data. 

;al of the finality of 

HOLDS TMEORIES AND 
iTIONS AS TENTATIVE, SUB- 
lANGE IN THE LIGHT OF NEW 



rjncesjrom tables and ). The other companies follow the price lead 

of General Motors which dominates the In- 

is a monopoly or such a dustry. General Motors. In turn, hesitates 

ion of production In the h° ' competi tors out by a price war 

few firmrthat these firms -® ^^"^^^ °^ government: lnter = 

te prices! competition !s anti = trust laws, 
d supply may be restricted 

cutting prices. 

5 from data. 
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20, Project two charts, one showing changing sales of autos See Weiss, 
(or new auto registration) over the years, and one show- Americ an I n 
ing suggested retail price for cheapest four-door sedan 351 * 
in high powered line during same years* Asl<: What hap- 
pened to prices when sales dropped off? How did prices 



of different auto companies compare? (Be sure to discuss 
reason for drop of sales in 1940 to 19^5.) 



21, Project a table or graph showing the proportion of the GrapK^ p. 

market controlled by the three largest companies in nomics and 

several different fields, Including the auto industry Table, p/ 

and the tire industry. Ask? Why do these figures dif- Figures on 

fer somewhat? Now have pupils consider once again the See also M 

question about how the auto companies can cut production eds., Ecqn 

rather than cutting prices. Ask: How does the auto 115 and Li 

industry seem to compare with the farm situation in Our Americ 

terms of supply and adjustment to demand? How can the TSl, ^ 

auto industry reduce supply when farriers find It so V/eiss, p, 

difficult to do so without government controls? on price a- 



Ask: Suppose you are a very small auto company and 
you cut your prices in order to take custoi^ers away 
From the big auto companies? What might happen? If 
you were Ford or Chrysler managers, why would you tend 
to follow the lead of General Motors in setting prices 
for different car models? Cite examples of how Ford 



charts, one showing changing sales of autos 

registration) over the years^ and one show- 
d retail prlea for cheapest four-door sedan 
red line during same years, Aski What hap- 
ces when sales dropped off? How did prices 
auto companies compare? (Be sure to discuss 
rop of sales in 1940 to 1945.) 



See WeisSi Econom i cs and 
American Industry / pp. 333 i 



ble or graph showing the proportion of the 
oiled byvthe three largest companies in 
erent fiields^ Including the .auto industry 

industry. Ask: Why do these figures dif- 
? Now have pupils consider once again the 
ut how the auto companies can cut production 
cutting prices. Aski How does the auto 
n to compare with the farm situation in 
ply and adjustment to demand? Hov/ can the 
y reduce supply when farriers find it so 

do so without government controls? 

e you are a very small auto conipany and 
prices, in order to take customers av^ay 
auto companies? What might happen? If 
d or Chrysler managers, why would you tend 
e lead of General Motors in setting prices 
t car models? Cite examples of how Ford 



GrapKj p, 327 of >/eJsSj Eco- 
nomics and American industry , 
tablej p, 328 In V^elss, 
Figuf'es on p* 32.6 of Weiss, 
See also Mark and Slate, 
sds,, Ecqn. in Actlonj p. 
1 1 5 and L i nH^ho Im an3^D r i sco 1 1 
Our American Economy^ p, 
]S5. ' " 
Weiss, p. 353 includes data 
on price adjustments by Ford, 
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S , Uses Reader -s Guide to iQcate infor - 
mation^. 



Government policies may tend to re- 
duce or increase pressure tov/ard 
concentration of industry or mono- 
pol ist ic tendencies, 

S' p£gws inferences from data. 



Prices are affectec] by changes in 2. Retail outlets 

supply and demand, ' mal<e room for 



Retail outlets cut prices .oh old models 
make room for new ones if supply exceeds 



adjusted prices, to G,M. prices. 



Have a pupil use the Reader's Guide or cMppings which 
you have put in the clipping file to find out what has 
happened to list prices of cars as announced by the 
large companies, They should note what happens v^hen 
GM announces its prices for new cars. Ask: Does this 
evidence indicate that the auto industry stMl follows 
a practice of price leadership? 



Tell the class briefly or have g pupil report on anti- 
trust legislation and action, in this country. Now aski 
Why doesn't General Motors wage a price war to force 
the other auto companies out of business? Suppose the 
government forced GM to cut prices by threats of court 
action? What would happen to GM-s competitors? 

Place the word ^'monopoly'' on the board, Huve they seen 
any situation so far this year in which one person or 
firm had a monopoly of any kind? Be sure that pupils 
define th6 term, Now ask* Is there a monopoly In the 
auto industry? Be sure to define oliogopoly and cJis- 
tinguish betwoGn^ ic and monopoly. 



Perhaps have pupils read an account of price collusion 
in the electrical industry and have thern compare such 
collusion with price leadership in order to understand 
the ditference between the two. 



Have several pupils present a report on retail pricing 
both at the end of the year and during the early part' 



;es to G ,M, pr ices , 

use the Reader 's Guide or clippings which Use Reader ^ s Gu i do to locata 

in the clipping file to find out what has articles, "^"^ 

ist prices of cars as announced by the 

es , They should note what happens vvlien 

Its prices for new cars, Askr Does this 

cate that the auto industry still follows 

' price leadership? 



s briefly or have a pupil report on anti- 
ition and action in this country. Now ask 
leneral Motors wage a price war to force 
;o companies out of business? Suppose the 
>rced GM to cut prices by threats of court 
; would happen to GMU competitors? 



^^monopol y^' on the board. Hove they seen 
I so far this year in which one person or 
mopoly of any kind? Be sura that pupils 
trrn. Now ask: Is there a monopoly in the 

Be sure to define oliogopoly and dis- 
leen- it and monopoly* 



pupils read an account of pr ice col lus ion Ammer, ed,, Readings and Case^, 

ical industry and have them compare such pp. kS^-SO, 
h price leadership in order to understand 
e between the two* 

pupils present a report on retail pricing See Weiss, Economic s and A* 

nd;of the year and during the early part merjcan Industry , pp. 356-57. 
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S, Genera 1 i zes from data. 



demand, Ther 
among dealers 



S . General izes from da t a . 



G. Firms may compete with each other B. The foreign autp 

• by trying to improve the quality sales In the U.S. 

of their product or by product with American aut 

differentiation. extent. 
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iSEJata. demand. There is more price competition 

among dealers than among producers. 



rom data. 



: extent, ^ 
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of the year. They should discuss packs as well 
as ways of altering the amount of money to be paid for 
a trade-in. Ask* Who takes most of the loss in re- 
duction of prices at the retail level? Hov^ has the 
government affected retailing prices by legislation? 
These pupils might examine car advertisements rrom 
dealers to Find out v4iat kinds of prices, if any^ are 
being quoted for the same make of car from one dealer 
to another and the comparative prices being offered by 
dealers for different makes of cars in the same general 
range. Discuss these findings In class. Ask! Why is 
It difficult to judge what one must pay for a car even 
when a dealer does mention a price in advertising? 



Have pupils compare the reduction In auto prices in 
last year's model cf cars, as found in the local area^ 
with the depreciation losses estimated for cars each 
year, Discuss^ Does the consumer come out ahead fi- 
nancially by buying a last year's model of a new car 
at the beginning of the year? 



Have a pupil report on several kinds of foreign cars 
which are sold, in the a;'ea. They should describe the 
characteristics of these cars as against those made in 
America, Tliey sfiould also try to find out how sales of 
such cars in their own area compare wi th sales' of U.S, 
made cars and how sales have changed over time. Do 
these cars offer a real threat to American auto dealers? 
Why are such small cars so common in European countries? 
Why do Americans buy these cars? (Pupils might obtain 
some of their information through interviews v/ith for- 
eign car dealers In the local area,) 



S , Sets up hypotheses . 

G. Firms may compete vdth each other 
by trying to improve the quality 
of their product or by product 
d I f ferent iat ion. 



Economic wants of people seem never 
to be satisfied, since many goods 
and services must be replenished 
constantly as they are used up, 
since population is expanding^ and 
since new inventions or styles 
create new wants, 

G. Firms may compete with each other 
by trying to improve the quality 
of their product or by product 
differentiation. 



S, Sets up hypotheses. 

S * T ests hypotheses against data . 



C. Competition in th 
an attempt to gai 
by product-differ 

1 , Each company t 
si ightly diffe 
people that it 
ducts are not 
differentiated 
other factors 
choices, (Thi 
for wheat. ) 



2. Each producer 
year, but not 
the company ho; 
that their old 
be replaced. 
much> companle: 
second-hand ca 
on style change 
cars are produ< 
to create a coi 
style. Consume 
docs not cause 



3s Each company hi 
els In an attc 
different pric^ 
of cars within 
. Market researcl' 
to have loya 1 t) 
cars if there c 
ranges within t 



r 



compete with each other 
to improve the quality 

Droduct or by product 

iation. 



Competition In the auto industry comes through 
an attempt to gain a larger part of the market 
by prodyct-dlfferentiation and advert is ing, 

1, Each company tries to make its product 
slightly different and tries to persuade 
people that its product Is best. When pro- 
ducts are not Interchangeable and can be 
differentiated, people are likely to let 
other factors besides cost affect their 
choices* (This is not true in the market 
for wheat, ) 



mnt$ of people seem never 
isfied, since many goods 
;es must be rep 1 en i shed 
f as they are used up, 
ilation is expanding^ and 
inventions or styles 
/ vvants, 

compete with each other 
to improve the qual i ty 
product or by product 
ation. 



2. Each producer changes his own styMng each 
year, but not too much. By changing style, 
the company hopes to make consumers feel 
that their old car Is obsolete and should 
be replaced. By not changing style too 
much, companies make it easier to sell 
second-hand cars. Each company decides 
on style changes several years before such 
cars are produced and then uses advertising 
to create a consumer demand for such a 
style. Consumer demand for specific stylos 
does not cause the changes. 



Ltheses against data. 



3. Each company has developed a number of mod^ 
els in an attempt to appeal to people In 
different price ranges and to have a line 
of cars within which consumers willbuy* 
Market research has shown that people tend 
to have loyalty to a par t icular company 's 
cars if there 
ranges within 



are models at different price 
that company's products, 
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27. Bring to class newspaper items or advert i semen (:s about 
auto shows and new car styles. Use tham to initi^ite o 
discussion of competition in terms of changing styles. 
Discuss: V^hy do you think the auto makers like to make 
style changes even when they make Few other changes in 
the operations of the car? Have the class set up hy- 
potheses to check. 



28, Read aloud quotes from a GM executive to effect that Keats ^ 

GM was building ^'dynamic obsolescence^' Into their cars pp, 52 
and the prtnciple of style cycling* Discuss. 



29. Ask: Why do you think auto companies such as General 
Motors or Ford make so many different models of cars? 
Read aloud quotes from Keats on Po£U l_a r He^hg n j cs sur- 
vey , 

Rulate product dj f f crent iat ion in autos to product dif 
ferentiation of other products. 



See di 
V/el ss , 
dus^iX^ 

Kea ts , 
pp. 61 
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nss newspaper items or advert isemen i:s about 
ind new car styles. Use them to initiate o 
}f competition in terms of changing styles, 
ly do you think the auto makers like to make 

even when they make Few other changas in 
^ns of the car? Have the class sal: up hy- 



check. 



quotes from a GM executive to effect that Keats, T hejjs o] en t Char lots,, 

ding ^'dynamic obsolescence'' into their cars pp. S2 ffp 
nclple of style cycling. Discuss, 



Q you think auto companies such as Genet a 1 See discussion for teacher in 

□ rd make so many difFerent models op cars? Weiss , Econoni i cs and Am . j n - 

quotes from Keats on Popu lar Mechaiiics^ sur- dus try , p* 337 • 

Keats, The I nsol ent Chaj^i^t^i 
uct d i f f fsrent iat ion in autos to product dlf- pp. 6No3^ 
n of other products. 
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Draws infaren ces from data , 

CDrporations make possible a larger 
investment In capital goods than do 
mpst individual enterprises and 
par tnersh ips, s inci shares of stock 
can be sold to many people. 



Detects persuasion devices . 
Governments affect business activity. 



4. Auto companies spei 
tising in order to 
which Is needed fo 
dustrles. The advi 
try to create an Ir 
which differs from 
other words , the an 
ferentiate the proc 
c 1 ud i ng the t r own p 
pie will buy new ce 
buy thai r company *s 



Firms may compete with each other 
by heavy advertising to make their 
products better known and so in- 
crease the demand for them rather 
than for competing products, 

Elll,iliayjjMs betwg gn_re] e van t and 
JilC^kvant data, TDetects pirs uas I on 
d_ev IcosT) 



i 



From data. 



<e poss ihie a larger 
3p i ta 1 goods than do 
enterprises and r 
ice shares of stock 
nany people, 

iS^^JS^lSSS.- Auto companies spend huge sums for adver- 

. tising in order to develop a mass rnarkst 

ict business activity, which is needed for mass production In- 

dustries, The advertising is likely to 
try to create an image of the car--an image 
which differs from that of other cars. In 
other words, the advertising tries to dif- 
ferentiate the product frjm the others. In- 
cluding their own past models, so that peo- 
ple will buy new cars frequently and will 
buy their company's new model. 

^te with each other 
s ing to make the 1 r 
known and so in- 
id For them rather 
ng products, 

tween relevant and 
(Detects persuas } on 
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30. Have a pup M give a rcpoi'l" on thrc Ediii:! c-a r cPiU how ii 

v^as built only odor oxunsivc maiknt rc'^i^ircn. M-. i^hnulri 
explain tha resacDicli, Uio oniouni: of^ Uic i nvn^ i i:,c;i I , aiid 
whaL happcsnad. Be ^ura thnt; the cln^^s ;^ o^/are of .hci L 
of the aUampt to producG tm EdscI, Di:3cu^s: In linht 
of tifiis co:5l:', why didn't vord go bonkn.ipt? 



31. PcrhGps have pupils read the Sylvia Porter article for a. 
June 19, 1967^ on developing a trade name. Discuss Tr. 
both the importance oT a name to the sale of a product 
and the way in which the government protects trade names, 



32, Hova all pupils coll act nev^spapnr and maynzinc ads for 
nutos for Ihree days. They should ^Iso copy dov^n the 
ad% for autos v^hich Lhcy -le^i in outrioor adva r 1 1 s 1 ? iO . 
(Perliaps zonn pupil v/ho Hkcs i:o tak/^ phol:onrnph'5 niinht 
phoLutyruph ^Hiivcral and briny Lhain in For prnj oci: tf;n, ) 
Mdvg pupils onalyze nds . What appeaU are tacinq n^ada? 
is the appeal primarily to safety^ styles perffjrmaiicfi , 
iitc? Hovi lelevant are the Facts v/liich are p r;;^:^en ted 
Id Lhe v/ay in which Lhe auto actually purforins? Doc& 
the ad ieave ou l: any inforniation v/hich pupils viould 
v/ant to kfu^w before deciding vdiat kind of car 1:0 biiy? 
Gornpare ads For several companies. Can pupiln tell 
about acLual per f Q'rmance of cars from the^ie ods ? . 



^ ,j rK^poi t on \:hn Cd:irl oar nnd hov/ il 

^iiJ-\, t!ic ^inDunl: ol' the i nv'^^ ( i::c:i l: , nnd 

:> prociiCG i:ha RtUol, Ol^icu^s: In tdiu llylu 
/ didn't rord go bonkrupt? 



Ms read the Sylvia Porter ^trticlu for e.g. Min^iaf^lj s^J^m 

n developing a trade name. Discuss Tribune, June 19; i9o7. 
nee of a name to the sale of □ product 
hich Che government protects trade names. 



collect {iews[3apnr and mnanz'infi ads for 
days. They shourd also copy down the 
ich they see in outdoor advertising, 
pil who nkc!^ to tekr! pho !:09rap!is niinht 
rul and bring tliein in ror proj^^ctionj 
y^e ads, Wli^it appeals are br;inq made? 
irnarily to safety, style, per roi manc^ , 
-ant are the facta v/iiiidi are pro^^fnted 
lich the nuto actually purfonns? Docs 

uny i nroriiiCi t ion v/hich pupils v/onld 
'ora deciding v/hat kind of car to bny? 
ceverol companies, Can pupils tell 
M'orinance of cars from these ods ? 
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S. Identifies value-conflicts, 
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Instead or in addition you may wish to do one or mora 
of the f ol lovMingi 

a. Project some of the adsj showing them only briefly at 
first, and asking- What did you see In this ad? Than 
let pupils analyze the ads in more detail. To what ex- 
tent does their first impression differ from their re- 
actions to the ad after longer study? Why? Aski If 
you were in charge of auto sales, would you expect 
television or newspaper ads to be more effective? Why? 

b. Have pupils count the number of times different types^ 
of appeals are found In the car ads which they have 
found. Discuss- Are these advertisements trying to 
sell '*transportat ion'* or something else? What do the 
manufacturers think are the things most likely to sell 
cars to American consumers? Why do you think they do 
not play up safety features more? 

c. Tape some of the auto commercials on radio and tele- 
vision. Have pupils analyze the sales appeals* 

d. Have pupils write their own car ads. They might i- 
dentify the audience to which they wish to appeal, ' ' 
write a description of the car design which they 

would develop for such an audience, and then write 
a paragraph of advertising copy for It. 

e. Show auto ads from old magazinss of the Ig^O's or 
1930's once more. Ask: How did the appeals !n car 
ads in those days compare with those today? Why 

do you think that this Is so? 



33, 



Perhaps have pupils debate the pros and cons of the ethics 
of advertising in this fashion. 
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up to a certain degree, large-scale 
production Is likely to lead to re- 
duced costs by spreading fixed costs 
over a larger output of goods and by 
Increasing productivity of labor. 

Mass production needs a mass mar^ket 
with mass consumers , as well as 
standardization of products and parts 
and a high proportion of capital 
goods , 

Mass productloni With Its greater 
specialization and substitution of 
capital goods for labor, permits 
reduct ion of costs* 



As compared with Individual enter- 
prises and partnerships, corporations 
make possible both a larger invest- 
ment in capital goods (with an ac- 
companying mass production and 
lower costs) and a control of this 
investment with a much smaller a- 
mount of money than the caplcal 
goods are worth. 

Corporations make possible a larger 
Investment In capital goods than do 
most- Individual enterprises and 
partnerships, since shares of stock 



. The auto companies are huge corporat Ions wh ich 
produce on a mass scale. 

1. Advertising helps develop the big market 
needed for mass production. 



The companies are corporations, with owner- 
ship widely dispersed but with a few peo- 
ple holding control and choosing management. 



3w, Give pupils figures for the amount spent on advertising 
by some of the large auto coinpanies. Ask- Why do you 
think the companies spind so much? Do you think these 
expenditures on advertising raise the cost of cars by 
much? Why or why not? What advantages or disadvantages 
do you see in such large scale advertising for auto 
companies? for the consumers? 

Perhaps show the, class the table in Goodman and Harriss 
on "Marketing Costs In Various Industries." Ask: How 
dp advertising costs as a per cent of sales compare in 
the auto industry with that In other' Industries? Why 
is it so much lower than In the drug or cigarette In- 
dustry? How does the selling and delivery expense compare 
|n the auto industry and In the other industries? Why 
is It so much lower than In some of the Industries but 
higher than in aircraft and shipbuilding? How does the 
total per cent of sales costs compare with other Industries 
which sell to the general public rather than to a few 
large industries or to the government? 



35. Have pupils examine an annual report of one of the auto 
companies,- Ask; Who owns the company? How are those 
who run the company chosen? What are the advantages of 
a corporation over a single owner? Over a partnership? 
(Til is is a review from the fourth grade course. If pu- 
pils have not had that course, have a pupil Investigate 
and prepare a cfiart to compare the different types of ' 
organ izat Ion. } 



We.iss, p. 3^2 
pp. 366=368. 



Goodman and H 
mics . p. 364. 
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igures for the amoun t spent on advert Is i ng We.iss, p. 342. see al-so Weiss 
e large auto companies. Ask- Why do you pp. 366-368 ' 
pqnies spend so much? Do you think these 
on advert is ing raise the cost of cars by 

why not? What advantages or disadvantages 

such , large scale advertising for auto 

□r the consumers ? ■ , 

the class the table in Goodman and Harrlss Goodman and Harriss, Econo- 
g Costs In Various Industries." Asl<i How mics, p 364 ' 

g costs as a per cent of sales compare in * 

stry with that In other industries? Why 

lower than In the drug or cigarette in- 
does the selling and dslivery expense compare 
idustry and In the other industries? Why 

lower than In some of the industries but 
1 aircraft and shipbuilding? How does the 
t of sales costs compare with other j.ndustriis 
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over a single owner? Over a partnership? 
'iew from the fourth grade course. If pu- 
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can be sold to many people* 



G, A few large stockholders can con- 
trol a corporation wl th a relatively^ 
small investment of money as com- 
pared to the capital goods owned by 
the corporation. 

G. Holding companies permit a few in- 
dividuals to pyramid their control 
over a number of other corporations 
with just a small amount of money 
as compared to the total worth of 
all of the companies. 



G, Up to a certain degree, large-scale 
production Is likely to lead to re- 
duced costs by spreading fixed costs 
over a larger output of goods and 
by increasing productivity of labor 



Division of labor and spec la I izat Ion 
can increase a person's output. 

G. Mass production, with Its greater 
specialization and substitution of 
capital goods for laborj permits 
reduct ion of costs . 

G. iMass production needs a mass market 
with mass consumers , as wel 1 as 
standardization of products and parts 
and a high proportion of cap i ta T goods . 



3i The companies use mi 
eluding new automat' 
costs of production. 



many people. 



ockholders can con- 
tion with a relatively 
nt of money as com- 
ipital goods owned by 
ri* 
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^ramid their control 
]if other corporations 
H 1 amount of money 
the total worth of 
)anies. 



1 degree, large-scale 
' ikely to lead to re- 
spread ing fixed costs 
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^r^^l'^in'''^'' ' I^«/-P-"'««-^-n^ass production, ln = 

' • output. eluding new automation devices, to cut 

. costs of production 

, wi th I ts greater u^-i. .un. 

and substitution of 
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Use a chart to illustrate hov^ a fcv^ people can control 
a large corporation, Use the example of the early GM 
holding company as v^ell-as of a typical company. 

Now ask; Who really runs the auto companies? How are 
they paid for their efforts? Are they v^orking for the 
profit motive? 



Have a pupil read an account of advantages result ing^ 
from large-scale production and prepare a chart to IN 
lustrate. Discuss the chart. Be sure to bring out the 
possibilities of research and development in large com- 
panies^ as well as the reduction in cost per unit* 



Have the class view a film shewing mass production on 
an auto assembly line. Or have pupils visit a local 
auto assembly plant to see hov/ the assembly line works. 

Or have a pupi^ report on auto assembly lines. Discuss; 
How does the ass Tibly line aPfect production and output? 
cost of production? What problems miyht arise on such 
an assonibly line? How might workers react to such an 
assembly line? How large a market is needed For mass 
production? How can the organization of assembly linrjs 
affect ef F i c i ency ? 



t to i 1 lust rate hov^ 
rporation. Use the 
mpany as v/el 1 as of 

Who real 1 y runs the 
for the ! r efforts ? 
ive? 



a fcv^ people can conCrol 
example of the early GM 
a typ ical company. 



auto compan 
Are they 



es ? 

ng 



How are 
for the 



il read an account of advantages resulting Lindholni and Driscolli £ur 

-scale production and prepare a chart to fU American Zcqnmiy ^ pp, ISP 

Discuss the charts Be sure to bring out the ITS, ~~ ~ 
les of research and development In large com- 

well as the reduction in cost per unit, 

lass view a film showing mass production on Filmi Ma n on the A s semb j y 

sembly line. Or have pupils visit a lacal Line , HcG raw-Hi 1 1 ^ S? minr 

bly plant to see how the assernbly line works, 

pupil report on auto assembly lines. Discuss^ Hebb, Ca^rs 1 n_P Utures , 
he assembl y 1 j ne afFect production and output? 

oduction? V/hat problems might arise oh such £MI1]1^^1L Pi£J^^£ed^_Jn 
y line? Hov/ might workers react to such an ppT 57J-7fiV vol, 

ino? How large a market is needed for mass 
? . How can the organization oF assembly lines 
Iciency? . ■ . 



EKLC 



Output can be increased by a more 
efficient combination of productive 
resources (by the way in which pro- 
duction is organized ) . 

The most efficient combination of 
resources is the one which produces 
the largest output given the same 
cost or value of resource input. 



Mass production, with its greater 
specialization and substitution of 
capital goods for labor, permits 
reduction of costs* 

Specialization of IndlvIdualSi busi- 
nessesi and regions make for inter- 
dependence. 



New technological developments bring 
improved 'efficiency to tools and ■ 
machines and Increased labor pro- 
duct iv i ty. 

The most efficient comb Inat Ion. of 
resources is the one which produces 
the largest output given the same 
cost or value of resource Input. 



D_raws i nferences 

sxapl^y 



from tables and 



In the long run, a rise in real 



39. Instead or i n add i t ion to activity #33, project the maps McLaughlin 
and pictures (in sequence) In the section on "A Region- Time-Life B 
Sized Assembly Line", which describes the many places, land, pp 9 

factories, and Jobs Involved in finally putting together 
a Chrysler Dodge Coronet , Prepare cards for yourself to 
read as you show the. p ictures . Or perhaps have a pupil 
prepare this illustrated report to the class. 



'40, Perhaps show a film of an automated plant. Ask- What 
advantagtss are there in such a plant ? What d isadvantaqes 
might there be? 



h\, Cite Mgures or show charts on resu 1 tS' o f au toina t i on on Burkinqham 

output, the number of workars, costs, and wagas in an 21, 37 ■ 101 
autio ifidustry. Discuss-. Has automation helped or hurt . » • 

\ the workors ? 
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■ in addition to activity #33, project the maps McLaughlin and the Editors of 
■es (in sequence) in the section on "A Region- T!me-Llfe Books , The Heart- 
imbly Linp" which describes the many places, land, pp. 97-107.™* 

, and jobs involved in finally putting together % 

' Dodge Coronet, Prepare cards for yourself to ■ 
!u show the pictures. Or perhaps have a pupil 
lis illustrated report to the class. 



low a film 6? an automated plant. Ask; V/hat 

are there in such a plant? What disadvantages 
e be? 



es or show charts on results of aul;oinatIon on Buckingham, Autor^at- ion, pp, 
8 number of workers, costs, and wages In an 21, 37, 101."'""*' 

try. Discuss: Has automation helped or hurt 
s? 
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v^/ages will be achieved only by a rise 
in' labor productivity. 



Output can be increased by a more 
efficient combination of productive 
resources (by the way which pro- 
duction is organized), 

Up to a certain degree, large-scale 
production is likely to lead to re- 
duced costs by spreading fixed costs 
over a larger output of goods and by 
increasing productivity of labor. 



k. The corporation 
zontal and vert 
to cut costs an 
supp 1 j es . Vert 
to ownership of_ 
control (a 1 thou- 
dealers ) and sor 



6, Most businesses In mature economies 
depend more upon corporation savings 
for new investment than upon Invest- 
ment from outside the business. 



G. Collective bargalninij 'y labor E, The huge companies 

unions may help restore competition labor union in the 

at times, or it may hurt competi- 
tion. 



G. 



Laborers may join togfether in labor 
unions to agglomerate their power. 
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be Increased by a more . k. The corporations have developed both hori- 
by he waj whi^^nrf ^^^^ical integration In SrSe ' 
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'42, Project charts showing General Motors as both a vertical See charp 

and a horizontal organization. Compare it with an auto Driscoir;' 

company organiEed vertically. Discuss the pros and p, 162, V- 

■ cons of both kinds of organ izat ionsr-or the purposes of ' ^' 

both types. Tell the class how Ford and Chrysler have See discDs 

also decentralized their corporations to overcome in« Weiss ^ Ecc 

efficiencies which sometimes arise m very large in- dystry,^^ 

dustrlal organizations, ^.^™^' - 

See also 
Economics^ 

See chart 
G rant Ente 

k3. Have pupils check with auto dealers from different auto See discus' 
cottipanies to find out what kinds of arrangements are Weiss, Eco 

made between companies and dealers and how wholesal ing Industr'^ 
of cars Is handled. They should report their Findings 
to the class, and the class should compare findings for 
dealers of different companies, 

hk. Give pupils figures on assets and profits of G.M. and on 
the estimated cost of a new pVant,^ Ask: l-low likely would 
it be for any one hank to loan G.M, the money needed for 
such a plant? How might G.M, raise the money? Now tell 
pupils about what is the general practice. 

^5. Have a pupil give a report on the rise of the United 

Automobile Workers, He should describe the growth, de- 
mands madSj tactics used^ and degree of success. OiscusS: 
How does the union tend to counterbalance the strength of 
the auto Industries? (Describe Gal bra i th 's idea of coun ter- 



/ 



/ 



charts showing General Motors as both a vertlca 
rtzontal organization. Compare it w!th an auto 
Drganized vertically. Discuss the pros and 
both kinds of organ i zat ions - = or the purposes of 
as. Tell the class hov^ Ford and Chrysler have 
entralized their corporations to overcome in- 
c i es which sometimes arise in very large in- 
organizations. 



See charL' in Lindhohn and 

Driscoll, Our Am.. Kcoiiomyj 
p. 162, ^-^^-^-^.^-^^^^^^-^^^^^.^^^ 

See discussion for teacher in 
W e i s s , K c 0 n orn Uz^ aji d A m_,^ I n - 

See also Mark and Slata, fids,, 
Economics in Action, pp. 117- 



See chart on GM in Chandler, 
G iant Enterprise^ pp, 120-12 



lis check with auto dealers from different auto 
s to find out what kinds of arrangements are 
^een companies and dealers, and how wholesal Ing 
is handled. They. should report their findings 
lass, and the class should compare findings for 
of different companies. 



See discussion for teacher in 
Weiss, Ec^onoinjcs ajid Amer i cj n 
i ndus t ry , p\ 335^ ' ' 



lis figures on assets and profits of G.M, and on 
Tiated cost of a new plant. Ask: How likely v/ould 
r any one bank to loan G,M, the money needed for 
lant? How might G,M, raise the money? Mow tell 
bout v^hat is the general practice. 



up 11 g.ive a report on the rise of the United 
le Workers, He shQuld describe the grgv/th, de- 
:le, tactics usedj and degrGe of success, Oiscussi 
the union tend to counterbalance the strength of 
industries? (Descr ibe. Galbra i th 4 idea of counter- 
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G, Competition 
of entry of 
field. 



IS affected by the end 
new competitors Into a 



It is very diffic 
the auto industry 
companies is decl 
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up to a certain degree, large-scale 

production is likely to lead to 

reduced costs by spreading fixed 

a larger output of goods 
and by • ' ■ - - 

labor. 



costs over 

increasing product iv i ty'of 



^/hen there Is such a concentration 
of producuon in the hands of a 
few firms that these firms can domi- 
nate pr i ces , compet i t ion is reduced 
ond supply can be restricted ii 
of cutting prices. 



I eu 



Entry is made c 
of cap I ta 1 neec 
autos which ecu 
the modern mark 



fected by the end 
ompet 1 tors into a 



It is very difficult for new companies l:o enct'r 
the auto industry, and, the number oP auto " 
companies is declining r^nhQr than incrcBasing 



agree, large-scale 
aly to lead to 
spreading fixed 
3r output of goods 
product iv i ty of 



Entry is made difficult by the huge amounts 
of capital needed for mass production of " 
autos which could compete successfully on 
the modern market. r . > 



1 a concentration 

;he hands of a 
?se f I rms can domi - 
itition Is reduced 
restricted In lieu 
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ya i 1 i ng power , ) 



^6. Ask: If v.'s wanted to start a new auto company, wfiy 

would It be more difficult today rhon in 1910? Hov/ vjculd 
the financial resources neaded to bcujin a coinpany diPrer 
In these two periods? If we were to go into the business 
to compete with existing firms, v/hat would we need to 
know? (e.g. production techniques, sales techniques and t 
force, advertising, analysis of consumer demand, service 
shops around country, etc.) Would peopSe be likely to 
buy our cars? Why or why not? What would we. have to do 
to sell them? 

You may wish to expand upon this discussion by doing 
several of the following, wherever a factor hampering 
entry seems to need further deve 1 oprnen t : 

a. Ask: Give pupils figures on estimates by auto See Weiss, p. 340 

officials about the number of car sales needed to 
make an auto assembly plant efficient. (Define 
meaning of term efficient here.) Now ahow pupils 
figures of sales for different companies once' again. 
Could the independent companies operate an efficient 
asseriibly line? IP so, why were their costs higfier 
than those of the larger cOTpanies? Mow tell pu- 
pils about hoN the larger companies have built a 
number of assembly plants around the country. Why 
might they do so? (How v/ould such plants reduce 
their costs?) Have pupils figure out how many nuch 
assembly plants. the independints could afford to 
build, given their sales and a desire i:o ope rate 
such plants efFlciently, Ask: Wiiat ofrect would 
th'is smaller number have upon their costs as com- 
pared to the costs of the larger companies? 



up to a certain degree, large-scale 
production is likely to lead to re- 
duced costs by spreading fixed costs 
over a larger output of goods and by 
increasing productivity of labor. 



Draws inferences from data , 



Companies sometimes diversify their 
products to provide for greater 
security against risks of a drop 
in profits from one product. 



Investment in technological re- 
search and development may lead 
to higher levels of technology 
and so to greater prL.duct i v i ty be- 
cause of more or better quality 



Fntry Is made difficult because it is dif- 
ficult to gain an immediate market for (:he 
number of cars which must be sold to reduce 
fixed costs per unit* Such costs include nev^ 
tools for new styles, research, and national 
advertising campaigns. 



U LI 



IF necessary, ciia Tigures on the number oF c:- rs Sco We 

which must be produced to ni^ke it .::CCnonncal lo Arnaricon Is 

introduce new loqIs needGd for cl^^Kiyus in auto IVoLsonr cd 

styles and inodels, Aski What v/ould happen to the in AcMon, 

company which could not produce and sail tins many 
automobiles? Nuw give pupils ngures on the number 
of companies which reached this iMgure and on Mg- 
ures reached by some of the independent companies, 
ncluding some of those v^hlch failed to survive. 

Ask I Would the big companies be as likely to pi^o- See Weiss, Ec 

du.ce and sell as many of their hJgh-priced cars [n^us try , pT^ 

as^^of thielr low-priced cars? Why? Given what you.. ^^XS 

have just learned about the relationships between 

car sales and economy in the use of new tools, would 

it be easier for independent companies to compete 

in low-priced cars or h i gh-pr Iced cars in general? 

Why? What would this mean if sales of all cars 

dropped drastically because of hard times? 




Remind pupils of the v^ay in which the Big Thrao See V/eiss, E 

have divers if icH their products with cars for jndustj;^, pV 

different price ranges* Ask: Wha.; possible ad- 

vantages does thls-glve these companies if they ' ' - 

make bad guesses as Ford did with the Edsel or 

if the styling of an old car does not appeal to 

the public one year? V/hat would happen to one 

oP tlie independents If it made bad guesses? 

Ask: V/hy would it be easier for a largej os trib 1 ished 
company to engage in f^esearch and market develop- 
ments? 



I 



ry j cilo rigures on the ntimber covH 
be produced to mrike ic i?:ccnOiii i ca 1 to 
nmj liools needed for ch*Dngcs in auLo 
models. Ask: Whac v/ould happen (;q f:ho 
ich could not "produce and isall tliis many 
s? Now give pupils Figures on i:he number 
es which reached this figure and on Fig- 
ed by some of the independent companies, 
some of those v^/hich failed to survive. 



ui;e V/cisB, licc^n^tjfri j cs and 
An^er i con I iwJlis try ^ '^3^/ , 
Wotson , L<\ . , Pr ice Thtjory 



d the big companies be as^ likely to pro- 
ell as many of their hJ gh'pr Iced cars 
r low-priced cars? Why? Given what you 
learned about the relationships between 
and economy in the use of new tools ^ would 
er for Independent companies to cOfTipete 
ced cars or h t gh-pr iced cars in general? 
would this mean if sales of all cars 
Dstically because of hard times? 



See V/eisSj Economics and Ajn, 
Industry , p/ 337i^ " ^ 



lis of the way In v/hich the Big Thr'ae 
sified their products with cars for 
price ranges. Ask: 1^/hat possible ad- 
oe% liiiis give these companies if they 
uesses as Ford did with the Eds el or 
ling of an old car does not appeal to 
one year? V/hat would happen to one 
tDpendents if it made bad guesses? 



See V/e i ss 
J ndijsj r^j 



iicoj^iom i^s 



and Am, 



Mu]d it be easier for 



arge ^ es tab 1 islifid 



engage in research and market develop- 
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cap i ta 1 goods , 



G. Output can be increased by a more 
efficient combination of productjve 
resources (by the wav In which pro- 
duction is organized). 



3* Entry is made c 
lence and know- 
cdncerns which 
efficient than 



Entry is made d 
to develop a la 
in order to com 



^ • £CSJ^., Jjiti£SIl£®^ ^rom da ta , 



5. Entry is made d 
resale values f 



icreased by a more 
lation of productive 
ie. wav in which p ro- 
il zed). 



3* Entry is made difficult by the edge In exper^ 
fence and know-how of management in going 
cdncerns which tends to make them more 
efficient than new companies. 
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U, Entry is made diF^J.cult because of the need 
to develop a large sales organization 
in order to cQmpete successfully,. 



From data. 



5. Entry is made difficult bec.-iuse of the low 
resale values for cars of now companies. 



Ask: Given what you have learned about advertising 
spent by General Motors and Fordi why would it be 
difficult to enter the auto business or even keep 
up with the other companies if you were a smaP 
ducer? 



See We i ss > Econa 
I ndus try^, Pp7 3^? 



pro- 



Ask! Suppose you wanted to start a new auto company, 
What problems might you have with management and 
supervision for workers to begin with? Why would 
this make it difficult to compete with older firms? 



h. Ask' Given what you have learned about auto dealers, 
how easy do you think it. would be for a new company' 
. to set up business with many dealers? Why would 
the largest companies have an advantage over the 
smalleK independents? 



See Weiss , Econoi 
Industry , ppTT^ 



Ask: Why do consumers pay attention to possible 
resale values of cars? (Cite Consumer Union Re- 
ports on such sales In. their evaluation of cars 
each spring.) What relationship is there between 
probable resate value and the size and success of 
companies? Why would this factor in sales affect 
the ability or new conpanies to enter the fliild? 



See We f ss , Econor 
j^dus try , p p 3 ^ c 



Have 0 pupil: report on the Kaiser auto. Why 
able ♦^o enter the auto industry for a time? 
finally give up auto production? 



was Ka iser 
V/hy did he 



Rae, 
170; 



Am Au tomob i 1 



V/e i s s 



ndustry^ p 



Econ , 
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at you have loarned about advertising See Weiss, Economics and A 

3 1 Motors and Ford, why v^ould it be Industry pF ^^''Jvzrf"™™^ 

Iter the auto business or even keep ^ - . 
ler companies if you v^ere a small pro- 



fou wanted to start a new auto company, 
light you have with management and 
- workers to begin with? Why would 
ifficult to compete with older firms? 



it you have learned about auto dealers, 
J think it would be for a new company 
less with many dealers? Why would 
ipanies have an advantage over the 
tdents? 



See Weiss, Economi cs and Am. 
In dustry , pp, 3^3^46. 





See V/eiss, Economics and Am, 



on the Kaiser auto. Why was Kaiser 
uto industry for a time? Why did he 
0 production? 



Rae ,^ Am Automobi le, pp , 167 
170 1 We iss I fcon /^n d Am, 
Industry, p. 339/ 
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G. companies sometimes d Wers i fy thel r 
products to provide for feater 

security against r.sks of a drop . 
in prof its from one product. • 

r Ud to a certain degree, large-scale 
p^Sclion is likely to lead to re^ 
duced costs by spreading ^ 
over a larger output of Bf^^ . : , 

increasing productivity of labor. . . 

«p hIt*s IV Tlie' consumer does r 

G, !n a competitive system manV ^ tlw ^"^'^^^^^^^ for him 
consumers do not ha^^ « per ect petitlve market, 

•nowledge of prices and quality or p 
goodSi consequently, the rnarKet ^ product is i 

system does not a pY^w° able to differer 

oractice as described in theory. 
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2S 5ometimes diversify their 
3 to provide for greater 
^ against risks of a drop 
its from one product. 

certain degree, large-scale 
ion is likely to lead to re- 
osts by spreading FlKed costs 
larger output of goods and by 
ing productivity of labor. 



>rf lu Thi*'rnnsumer does not piay the role typically 

;r5o^iol "^^^ ''1^Ji~1or°hi. in ?he^.odel of a highly co.- 

ige of prices and quality of petitive market. . 

consequently, the market product Is too complicated for him to be 

■l%lZlctT.l'r'uln:" , IS!/ro'd1ffe,e„tiate products by ca.Uy. 



\ 
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^\Q. Have a pupil givfi a report on \t ri^ipponed to tha Stude- Use R.*jdor4 
baker Company which used to uMkcs autoinob i I es , (Pofhops i nfofnia L"i"on , 
coll about ratings 'n Consumor f^o^ts baforG you ask b ibl iorjrnphy 
pupil to chGck on what^^Fappinecrr) " AFt^ dibcuss: 
What caused the end of StudabakGr's auto production? 
What did the Studebaken company do to keep from going 
out of business, when it stopped producing autos? 



'l9. Asks What do you think of ? (Name of 

some new type of tire or engine development J The 
boys are likely to know something about whatever you 
name, but they are not likely to agree about It, 
After letting them argue vociferously for a brief time, 
ask- Why do you think you disagree so much? Why don*t 
the girls have more to say? 

Now. have scvGral pupils investigate some of the cur- See bibliogr 

rent controversy over the new product which you have Reader's Gui 

mentioned. For example, if you used tires, have a ' art i cTeTr™^ 
pupil investigate some of the articles on the advan- 
tages and disadvantages of new kinds of tires and the 
controversy over Federal regulations to obtain uniform 
labels on tirBS, DiscuDs- Why is it difficult for 
th,u consumer at present to buy wisely when selnctinq 
tires? 

SO, Have pupils read annual issues on autos published by 
such organizations as Consumers Union or Consumers 
Research, What differences are there between the 
reports of the different organ i^at Ions , IF any? Why 



report on h^jppaned to the Stude- U-bci R.^^do^^ti Gulile to !o^:af: 

used to HMka autoiiiob i les , (Perhaps I nfOf^mH t: lonV^^^ AT^^ 

C^^Iliy^H/' J\£ESf^il bafore you ask bibliography, 
at^Qppcni^ , d iscuss : 

of Studebakcr's auto production? 
ker company do to kcGp from going 
it stopped producing autos? 



'^^^^ of ? (Name of 

e or engine deveTopmint . j The 
now soniGthlng about whatever you 
ot likely to agree about it. 
rgue vociferously for a brief time, 
nk you disagree so much? Why don^t 
to say? 

lis Investigate some of the cur-^ See bibliography and use 

r the new product which you have Mgd^r 's_Gu ide to locate 

lie, if you used tires, have a ' artrcle^, ^ ™ 
ne of the articles on the advan- 
ges of new kinds of tires and the 
nra] regulations to obtain uniform 
^cuss: Why Is i t d i f f icu I t f or 
3nt to buy wisely when selecting 



ja] Issues on autos published by 
i Consumers Union or Consumers 
srences ara there beLween the 
^ent organizations, IF any? V/hy 
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^56 



G. In a private entefprise system, 

allocation of resources to different 
kinds of production Is achieved 
largely by changing patterns of 
consumer demands and by the respon^ 
ses of producers who wish to make 
a profit, 

G, In a competitive system many of the 
consumers do not have a perfect 
knowledge of prices and quality 
of goods I consequently, the market 
system does not always work out in 
practice as described in theory. 



do these organisations make such c.oinp 1 i t <id siudins oF 
autos? Dogs the more expensive car always get l:hQ best 
evaluation? V/hy or v/hy not? 



5 K -Have pupils examine different kinds of materials Prom 
agencies providing help to those purchasing autos or 
auto-parts. Discuss the kinds of hnlp which can be 
obtinined. 



52, Perhaps have a pupil or several pupils investigate soijie Use Reader *s 
of the controversy over car repairs and possible frauds ' art I'cTtsr"™'^ 
in some car repair businesses/ They should report. back Also see bibl 
to the class about the recommendations of those concern 
ned about consumers' interests. Discuss: Why Js it 
so difficult for the ordinary consumer to know v/!iether 
or not he Is being given a fraudulent deal when he buys 
car repair services? 



S3. Quote an auto businessman to tlie effect that the best 
way to regulate the auto industry is to leave it up to 
the consumer to choose the best product. Do pupils 
agree o*^ disagree? Why? 



i 



' cBt\on% fiioko BLLch v.oinp 1 i ca t^d %\jmI\o% oF 
10 more expiDnstvu car olways get Lfv^ bent 
iy or v/hy not? 



imine diFferent kinds oF mat^iriols Prom 
iing help to those pu rchas i ng au tos or 
scuss the kinds of help which can be 



pupil or several pupils investigate some Use Reader*s Guide to locate 

^rsy over car repairs and possible frauds ' art i^Tes "^^^^^^ 

>air businesses. They should report, back Also see b ib 1 iography . 

>out the recornmendat ions of those concer- 

imers' interests, Di scuss: Why is it 

)r the ordinary consumer to know whether 

ling given a fraudulent deal when he buys 

'ices? 



usinessman to tlie effect that the best 
the auto industry is to leave it up to 
choose the best product. Do pupils 

ea? Why? 
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Generalizes From data, B. Although auto companies c 

in one senses they try l:c 
create his desire For the 
j to build into their procki 

consumers really prefer & 
features is a highly daba 



S • Sets up hypotheses, 

S * S«..biLEath^e£^ gainst data. 

G. Firms may compete with each other 
oy trying to introduce substitute 
products v/hich will be more attrac« 
tive to consumers or cheaper. 



G, Purchasing costly items on credit C, The consumer frequGntly b 

raises the cost to the consumer and n^ieds to be well- informed 

Frequently proves more proFi table ctieapest credit or know h 

than cash sales to the seller, paying for credit, 

G, Demand is ar fee ted by the supply of 
money and credit. 



, Although auto companUs cater to consumer vvdnts 
In one sense, they try to use advertising to 
create his desfre For the style which they plan 
to build into their products. Whether or not 
consumers really prefer style Co safety 
features is a highly debatable question. 



The consumer frcquGntly buys on credit, and he 
needs to be well-informed If he Is to get the 
cheapest credit or know hov/ much he Is really 
pay ing for cred It, 



Sh, Rnad aloud quolren from authors who DrBlieve that mto Kaol:s, i 

cofiipanUs are not necessari ly providing bc^tter quaiiLy pp* Zh-t 
but are more interei^ted in style for purposes of Gal- 
ling cars, Aski Do you think the consumer In the au(:o 
market datermlnes what is produced or do you think the 
auto manufacturer determines what Is produced or do you 
think both affect decisions about style, etc? 



55. Use the Illustration In Weiss of possible car lengths See Weis 

desired by consumers and optimal lengths of two cars . AnMj.£i£ 
to satisfy consumers as compared to the vjay in which 
big companies tend to move closer on lengths. Why 
do they do so rather than offering very different 
lengths in different price ranges? (Quote examples ' 
of how they do tend to fonow each other on this ^ 
point.) Now ask! If you v^ere one of the independents 
i::nd wished to pick up some of the market among con^ 
si-mers who do not like this car length, what length 
would you cf^Qose? W!iy? Have a pupil report on how 
AmBricon Motors regained strengiih with 1 1:5 smal]er 
car and the trend it started in this country. Also 
discuss I V^hy is the competition of the foreign car 
imporiiant in helping the consumer get some of the 
qualities it wants from American car companies? 



56, Ask- Why would so many people buv cars on credit p.9J^sjjmc5j 

rather than paying cash? Have several pupils read 2^B-7^€) , 

articles about how car dealers dislike cash deals densed 1 

and the way in which thsy make profits on those ansL^Casc 

buying on credit. They should report to the class 720-22^^. 
on thoir findings. Pupils should then check with 
Lheir parents to find out If they have found similar 
^lituations when they have purchased cars. 
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uotep from authors wi;o Delieve that auiio 
e not necGssarily providing biiLter nuqlity 

interested in style for purposes of :iel- 
Ask: Do you think the consurner in the ciul:o 
mines v^hat is produced or do you think the 
turer determines what is pr'o<kiced or do you 
ffect decisions about styles etc? 



Keoi:fi| nmJn^Dlqfit CiTariol:^ 

pp. th^wriv^wrwho: 



strati on in Weiss of possible car lengths 
onsumers and optimal lengths of two cars 
onsumers as compared to the v^ay in vvhich 
s tend to move closer on lengths, V/hy 
0 rather than offering very different 
ifferent price ranges? (Quote exampjes ' 
do tend to follow each other on this - - 

ask: !f you were one of the independents 
0 pick up some of the market among con- 
0 not like this car lengthi what length 
oose? V/(iy? Have a pupil report on how 
ors regained strength with Its smaller 
trend it started in this country* Also 
ly is the cQifipotition of the foreJgn car 
helping the consumer get some of the 
v/ants from American car companies? 



See Weiss I Economics 
Amer ican li^s tr^r 



and 



^iild so many people buy cars on credit 
paying cash? Have several pupils read 
iUt hovi car dea I ers d is 1 i ke cash deals 
in which they make profits on those 
edit, They should report to the class 
idings. Pupils should then check with 
s to find out if they have found s imi lar 
flien they have purchased cars. 



Consumer 



Re|5or f.;s i Ma 
^ (Repr m ted 



densed form In 



AminGr 



, 1965, 
in con- 
Read i ngs 



and Casjs 



i n EcoiiOT icf3 , pp . 



r 



G. Purchasing costly items on credit 
raises the cost to the consumer. 



S , Uses Simple mathematiGa] devices 
to analyke data T^ 

S , i dent ifie s incMiplete dat at 

G, Purchasing costly items on credit 
raises the cost to the consumer. 

S ' Il&!ltJJjjs^vaj_ue-conf 1 1 cts , 



Jdentlfies vaUie-conf llcts . 

S , Considers possible c onsequences of 
11 te'rni t i ve c ou rs es W^cf t on , 
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Jl. .■:rneips have pupils road the scory Fd. Doe or R.iloh Olnrk 

.mer and the way .n which l;hey use credit. Discs.'- pn l^'fM 

HOW w, .a IS It ror a person to usg as much cr.diL ^ b'J ^ 

hfs? i.ec pupils discuss this question before they 
listen to the report i n act i v I ty #59 b . , 

58, Give pupils an exercise on tha cost of credit. Have See nnnpnd 

pupils work With one of the formulas for figu ing out Fo? a ?^ri 
true annual cost of credit. Then have one or mn?e 

. pupils check with local agenc ics to f fnd ou? wha[ cred i t R^rk r" 

arrangements and costs arl locally for auJo'fT^Inc i ng' " appeSdilv^ 

areafoutii3/nl^'°-'''P^"^ ^^^'^ ^"^^y^is of credit to 

miahf Hn ^" ''O'^ example, you 

might do the following; r i / 

a. Have pupils read the story of the pressure sales Qlark Rnw 
and buildmg up of credit in Harlem. Discuss the d' ll? 
ehics OF such procedures. Should the govemnent '''' ' '^^'^^^ 
try LO set up legislation to prevent such lartirs? 

How might they do so, or don't you think this poss ib !e? 

b. Have a group present a panel discussion on the In- Blank Rnv 
creased sale ot credit to the American publin n.d ' 
the ways in_which such cred i t affects the consumer 



and industries. They might debate the ethics ol 
such sales ot credit. 



Have pupils read tlie section of the President's Spp A-o-^nd 

.nessage to Congress In 1S67 on the truth in ' 

pending act. Then have a group of students present' 

a panel discussion on the pros and cons of such an 

;^ct. Tney should be sure to include an analysis oF . 

nQ'.7 It would aFfect auto buyers, and the auto industry 



aye pupils road the scory Kd. Ooe or Rninh 

the way in which i;hay use credit-. Disrusa" 
IS It ror a person to u^o ns much credit ' 
t pupils discuss this question beforG they 
i:ne report in act i v i ty //Sg b. 



Qlack, fkiy Now, pyy Unir 



pp. 3-5 
(Ooe). 



( 



or Bf^B3 



is an exercise 
rk wi th one of 
al cos t of cred i t, 
ick wi th local 

Its 



on the cost of credit:. Have 
the formulas for figuring out 

Then have one or more 
agencies to find out what credit 
an<^ costs are locally for auto financing. 



See appendix. 

For a Formula for figuring 
true annua] interest, see 
B I ac k , _ Buy Now , P ay L^it e r , 
appendix, - - - _ 



ISO wish to expand your analysis of credit to 
.Ids of buying an auto. For eKample, you 
:he fo I lowmg' ^ > r 

n^!nl/f^ story of the pressure sales 
iilchng up of credit in Harlem. Discuss the 
oF sucn procBdurfis. Should the government 
' j.et up legislation to prevent such tactics? 
ght they do so, or don't you think th is poss ib le? 

-group present a panel discussion on the in- 
d sa.o ot crndit to the American public nnd 

dSstri^^'-\f'''' ?'-f^'i f^^cts the consumer 
dijstriws. They might debate the ethics oF 
ales ot credit. ui , 



Black, Buy Now, I'ay Later. 



Black, B u y^HiM ;_Pa y J. a t e r . 



upMs read the section of the President's 
a to Congress in 1967 on Che truth in ' ' 
a ^ct. ihen have a group of students present 
i discussion on the pros and cons of such an 
rney should be sure to include an analysis of 
would affect auto buyers, and the auto industry 



See Append ix, 
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S . Reci ds for deta i U . 

S ^ i deh t i f i es i ncomp 1 e t e da ta , 

S * Idenllf les incomplete data, 



D, Consumers in the market for 
carefully and consider many 
credit or the attributes of 
before buy i ng. 



f 



Ll.' 0. Consumers In the market for cars need to budget 

carefully and consider many factors other than 

aELfJe_data. credit or the attributes of different cors 

before buy 1 ng, 

ete data * 




60* Hava a pupil or f^.veral pupils in ves t i g.^tia the iiTipor- Usa i:o;si':M;H)k 

tai ce oF examining any contrr^ci signed in rclationshtp education oi- 
1:0 a car <Jeal, V/hat kinds of i;hings should buyers bo 
particularly aiart to when signing a contract? 



61. Say: Suppose you are yolng i:o buy a car ond try to 
figure out what you need to put into your budget for 
car expenses for next year, What would you Include? 
Which of these items do you think will cost you the 
most? 

Now show the class the figures prepared by a federal 
agency for average costs for a ten-year period in 
Baltimore, Maryland, for a ^ndoor sedan car costing 
$2,806 plus an excise tax of $150*00. 

Cost over period of ten years for? 

GrDsoline about 7000 gallons on average $2,230,00 

Parking fees and tolls / 1,800,00 

Maintenance and repairs 1,763,00 

, Insurance 1,^+15.00 

State and' federal auto taxes 1,188,00 

Now have pupils examine the faderal agencyU breakdown 
of operating coBts for a car In terms of cents per milei 
2,8 cents for depreciation of original auto cost, 

2.1 cents for ma intanance, accessorieSi parls, and 

1 1 res , 

' 1.8 cents for garage parking and tolls. 

1,7 cents for ps and oil, not noMnting liaxcs on 

thnf^e i tcins , 
I * h cBni:s for I nsurance, 

1.2 cenLs for state and federal taxes, 



1 or n-.veral pupil:i \nvm%t\Qata the Lisa I'crxibook'i on CQriiSumer 

.^mininy any contr^cr signed in relationship taducaticn or busifiess Uiw, 
aU What kinds of Lhings should buyers be 
y alert to vvhen siyning a contract? 



Eie you are going to buy a car and try to 
what you ne«d to put Into your budget for 
s for next yGar. What would you include? 
ese items do you think will cost you the 



e class the figures prepared by a federal 
average costs for a ten- year period in 
Maryland, for a ^i-door sedan car costing 
an excise tax of $150,00, 

er period of ten years fon 
sollne " about 7000 gallons on average 
rking fees and tol Is 
inl:enance and repairs 
su ranee 

ate and fedora 1 auto i:axes . 

pi Is examine the federal agency's breakd(5wn 
g costs for a car in terms of cents par milai 
tis for depreciation of original auto cost* 
l:s for Ilia inlenance, accQiisor les , pari:s, and 
ves , 

Ls for garage parking and i:o11au 

t:s for gas and oil, not count itig i:axes on 

e!>a items, 

l:s for insurance, 

Ls for state and federal taxes. 



$2,230.00 
I ,800,00 
I ,763.00 
1 .415,00 
1J88.00 



S . Generalizes from da ta , 



^ ' tjeneraiizes from data. 

G. People buy insurance to reduce the 
risk to themselves I the risks are 
sfjread among many people,. 

Ci. People buy Insurance to reduce the 
risk to themselves j the risks are 
spread among many people. 

SpiiJoq^robaye^ consequences of 
5l!iafitfjvj__jourse^^ 



not pay. Such costs ,^etlU ull 1'S,lt% -nslTf" "'^''='' 



f 



rom data. 



"omjdata, 

urance to reduce the 
slvQsi the risks are 
lany people, . 



urance to reduce the 
Ivas; the risks are 
any people. 

S^iii l-^nsoguences of 



times Involve third V. The auto 

cn the industry does party or 

costs sometimes lead Industry 
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62. fj.ive pupi Is- anal the rolat'' . ts of deprc'C ia t; ion 
from selling a jar every. year or two years and i;h(3 costs 

. of repairs ■■nd new parts, etc. if a car Is kept longer than 
thrjt. Tliey iiiight examine the foderal r<-port on auto oper- 
oting costs as v^ell as other articles, The federal report 

•assumes that a car costing $23806 will depreciate al^nut 
$842 the first year and by $],i*31 by the end of tlie sec- 
ond year. However, it points out that the cost per mile 
of owning a car differs little for car owners of cars 
which they have j<ept a number of years as compared to 
those of car owners who trade every year or two, since 
other repairs jump so greatly after several years. 

63. Have a pupil Investigate the legal responsibilities 

of car owners. What kinds of Insurance are Important ' 
for the car owner to have? Also discuss some of the 
things which may negate Insurance coverage, such as 
charging for car pool rides, etc. 

64. Have a pupil or a group of students investigate car 
insurance. They might present a report on the kinds 
of things which a consumer should study when buying 
auto insurance as well as the current debate over in- 
surance rates, cfincelllng policies, paymBnts of accl- 
•Jonts, etc. They should also analyze some of th-^ current 
proposals being debated for federal ragulation of in«Hir- 
ancQ companies and for a form ol= insurance v^hirh would 
giu around bome of- the current problems of court litlna- 



I nn 



Oj, Tell pupils about cause of the slow development of the 
^luto I'ndustry in Engl and and about early developments in 
>-ranc(3, V,'hat governmental actions hindered or helped the 



Is ^nalvcit the rfslac!- .jits of depreciation 
ing .,ir every year or tv^o years and tlie cos l.s 
5 .:,nd new parts, ecc. if a car is kept longer than 
liy riiight examine the fnderal report on auto oper.- 
i:s as v^ell as other artlclos. The Fedaral report 
hat a car costing $2,806 will depreciate about 
Mrst year and by $1,431 by the fend oF the see- 
However, it points out that the cost per mile 
a car differs little for car owners of cars 
i have kept a number of years as compared to 
:ar ov/ners v^ho trade every year or tv^o, since 
sirs jump so greatly after several years. 



3il investigate the legal responsibilities 
lers. What kinds of insurance are Important 
3r ovmer to have? Also discuss some of the 
ich may negate insurance coverage, such as 
'or car pool rides, etc. 



Jil or a group of students investigate car Use Reader's nuldG. to ]ocat<» 

fliey might present a report on the kinds ar t i cTljr^^'™ iQ^^iu. 

which a consumer should study when buying " ' 

'mm as well as the current debcite over (n- 
ites, cancelling policies, payments of accl'- 
:. They should also analyze some of the current 
being debated for federal ■ rogu lat ion of insur- 
inles and for a Form of Insurance which would 
I t; 0111(5 of the current problems of court litiga- 



s about cause of the slow development of the 
try in England and about early developments In 
hat governmental actions hindered or hclpcsd the 
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to govarriment regulation or expen- 
ditures. 
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G, 



S, 

s. 

G. 



Jdent I f l es Incomp lete data , 

Industries sometimes Involve third 
party costs which the Industry does 
not pay. Such costs sometimes lead 
to governnient regulation or expendi- 
tures 

identifies value-conflicts. 

jdentjii gs factu al questions whirh 
nMd„ invesTiqation: ~— 

■ii&DXjIlM.„ va luo- conflicts . 

Industries sometimes involve third 
party cosfs which the industry does 
not pay. Such costs sometimes lead 
to government reguiatlon or expendl- 
curas . 



The auto industry has no 
tent ion to safety as man 
Not only have they let s 
ty features within cars, 
more and more powerful c 
warned purchasers of fau 
which may cause accident 
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regulation or expen- 



ete data. 



itimes Involve third 
ich the industry does 
costs sometimes lead 
egulation or expend!- 



e-conf 1 icts. 



A. 



The auto industry has not always paid as much at- 
tention to safety as many think they sliou d have 
Not only have they let style Interfere with safe- 
ty features within cars, but they have developed 
more and more powerful cars and have not always 
warned purchasers of faulty features of cars 
which may cause accidents. 



ual questions which 
ion. " ~ 



e-conf l]ct£ : 

times involve third 
ch the Industry does 
costs sometimes lead 
Bgu 1 a 1 1 on or expend I - 



ERIC 



hi- 



auto industry In H^wse two cou':cr/€s? ['xplain the 
meaning of "tin i rd- party costs." 

66. Show the film S IgnaJI JO or some other nim deal ing with 
thfi. human costs of auto accidents. Discuss- V/hat point 
Of vlsw does the film maker take toward the reasons' for 
accidents? Would you agree that these reasons are impor- 
tant? What other possible factors are there that are ne- 
glected In this f i Im? . • 

67. Now have pupils report on the Nader book or on the Nader Unsafe At 
whole controversy raised by the legislative inves- chs 1-T*'~™~"~~ 
tigations into auto safety. He should report on the ' ' • 
controversy and the legiilation passed, not upon Its 

effects. Then ask: Why do you think the companies 
didnot notify all customers about faults? Did com- 
petition in this case lead to the best of all products 
for customers? Why or why not? (Develop idea of third 
party costs.) V/hy didn't some of the car companies in- 
stall satety devices sooner? (Hove a pupil tell about 
tlie consumer reaction to some of the early safety de- 
yices,) Also discuss: How effective do you think such 
legislation would be? Why? What limitations micihi' 
i t have? ' 



68. 



Now have a follow up rnport on the effects of this n-r- Rpadpr'- rniri^ 

legislation thus far and about current debates about t^M——'—^ 

the need for mod i f icat ion of the law. (They should ^ un^it^, 
include an analysis of company reports on cars recall ed 
r o r s a f e t y inod i f i C(3 1 i q ri s , ) 
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ry in Hu'SG two councc/es? Explain (.he 
"th i rd-party cos l:s . 

Im Signal 30 or some other Film dea!ing vjlth 
osts of auto accidents. Discuss: V/hat point 
s the film maker take toward the reasons' For 

Would you agree that these reasons are impor- 

other possible factors are there that are ne- 
thls film? 

pi Is report on the Nader book or on the Nader, Unsafe At Any Speed 

oversy raised by the legislative Inves- chs. 1-3. 

nto auto safety. He should report on the 

and the legis lat iori passed, not upon Its i 
hen ask: Why do' you think the companies 
ify all customers about faults? Did com-. 

this case lead to the best of all products 
rs? Why or why not? (Develop idea of third 
, ) Why didn't some of the car companies In- 
y devices sooner? (Have a pupil tell about 
r reaction to some of the early safety de- 
so discuss: How effective do you fh ink such 

would be? Why? What limitations might 



Follow up report on the effects of this Use Reader's Guide to lorate 

tnus far and about current debates about articTer"~ locun, 

r mod i F i ca 1 1 on n F t lie 1 aw . ( They s hou Id ' ' 

analysis of company reports on cars recalled 
nod i F icat I ons . ) 
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Industries sometiiries involve third B. The industry could 

party costs which the industry does government built rt 

not pay. Such costs sometimes lead city traffic probl. 

to government regulation or expendi- in auto styling^ pc 



S. 



Ci. Industries sometimes involve third 
party costs which the industry does 
not pay. Such costs sometimes lead 
to government regulation or expend 
tures. 
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S. idcnt'lfles value-conflicts n vu ... 

™^,.,,_,___„__^unM^4CL&. o_ Yhe auto industry h 

imnrn^^MMr""^ problems for cities 

G. Industries sometimes Involve third 
party costs which the industry does 
not pay. Suq^i costs sometimes lead 
to government regulation or expenditures 



-68- 



«"s"hichThe'?:;dus?rJ''d^l °' ^"^^ '"""'''^ ^""'^ unless fh., 

i5 luch cSs s sime mo^ Uad ??uT;f,^":", ' '^'^'^V^^ development and 

«™ene regulation or eU . ' u i ^rr!^^^^'|^L''' 



£I.5,,£j:obable consequences of c The aiit-ft ^„.^,.e^ u i , 

.-™.-™_ — solve the problems created by Junked cars. 



ries sometimes Involve -thi rd 
costs which the industry does 
y. Such costs sometimes lead 
ornmenc regulation or expend i- 



Fles value-conflicts. n ti,« , • ^ 

0, jhe auto industry has done Mttle to try to 

Usi factual questions which- • ;;';^!JCQ the ai r pollution which is creating 
mEEMMf^" problems for cities around the country.- 



■ies sometimes involve third 
:osts which the industry does 
Such costs sometimes lead 
srnmenj: regulation or expenditures 
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Discuss other problCTis raised i>y uha r:,ui:o indnsiry. 
What would happan If the goveniinBiU d kl not provide 
highways? V/hat has happened in niany cities becansa 
of the great increase in auto ov/riership? 

Read aloud several quotations about the traffic prob- 
lems and freeway developments. Oiscuss: VJhat v^ould 
happen to the auto industry If governments did not 
collect taxes to expand the highway system? How does 
auto styling and the type of production affect high- 
way costs and cons truct ion? Quote the early comment 
that autos would be far safer than runaway horses. 
How do the decisions by auto manufacturers to Incre- 
ase the length of cars affect highway costs? 



A pupil might investigate the whole question of how to 
handle junked cars, the eyesores of car graveyards, pub- 
lic costs in removing abandoned cars, and some of the 
possible ways oF disposing of the junked cars. Ask; 
Why is the problem greater for cars than for most con- 
sumer durable goods? (Relate to third-party costs 
oncQ more* ) 



liave several pupils role-play a d 1 scuss i on be i:ween a 
I'cpi'cscntiJ t ivo of the /uuto industry and government 
health officials about the problems of air pollution. 
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I ems raisi^d ^^^Q uuto Imhislry. 
if the govef f uiiefi t did not pf oviue 
s happened In many cities briCcnii^o 
ase in auto ov;iicarsh ip ? 

quotiitiofis about the traffic prob- 
evelopmtints. Discuss: Vlhat viould 

industry If governments did not 
Kpand the highway system? How does 
he type of production affect high- 
truction? Quote the early comment 
e far safer than runaway horses* 
>ns by auto manufacturers to incre- 
cars affect highway costs? 



^stigate the v^hole question of how to Use .Read er Vs_ Gu idet 
I the eyesores of car graveyards, pub- " " ^ 

ing abandoned cars, and some of the 
lisposing of the junked cars. Aski 
1 greater for cars than for most con- 
Is? (Relate to third-party costs 



s role-ploy a discus*, ion btstv^een a Nader, Uijjaf ejU An^^^^ 

the ;:uitD industry nnd yovernment ch, 

ibout the problems of a\v pollution, Goldman, ed, , Ct^trollincj 

Pollution, pp. ifS-SB. 
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S, Generalities from data. 



E, Government regulation of l 
arisen because of these tP 
sumer costs. 



Identifies differences In dat^a* 



General ize s from data. 
Uses mqdels to help anaiyze data , 



Uses models to help 


analvze datap 


Applies Drevlously- 


learned concepts 


and ggneraTt lat t ons^ 


to nevv data. 



S , Tes ts hypotheses a^a i ns t data. 



Government regulation of tfie auto industry 
arisen because of these third party or con- 
sumer costs. 



TK , Discuss: Wm d^v chird j)arc;y casca v;h[ch me nr^i: paid 
by industry IccJ to govarnmonf: i UL^iir rgrenco wi Ui bu:n» 
ruiss or govornment enterprise? Is the auto industry 
the only industry vJith third party coats? 



73f rlov/ compare the auto industry and Farm enterprise in 
* as m^ny ways^ as possible. Aski How do they diFfer? 

How do they resemble each other^ if at all? Have 
' pupils make a chart shDwIng different economic models 
For each type of Industry. 

Give pupils other examplss of industries which they 
have not studied so far and have groups investigate 
each to decide which model it comes closest to- 
Discuss results In class. Include industries which 
fall under highly competitive and oliyopoly types of 
markets. Then add some industries which might be 
classified even difFerently and have pupils examine, 
and discuss them* 



75* Quota an economist to tlie effect that our most tech- Caves 
nologically progressive industries are among the . p. gg 

oligopolies rather than among the mos t canpe t i t i ve. ' 
markets. Ask pupils if they think he may be right. 
Then have pupils examine profits tables For some of 
the different industries and quotations about the degree 
of technological development In each. Do they still 
nyroe with their earlier hypotheses? 



)W df\ chird parcy coses v^hirh rv'Q noi; paid 
J to govQrnmonl: \ ni\-^v vocenco witli butil- 
Mnment cntcBrprise? Is Hie auto \\)dustry 
his try with third party costs? 



the auto industry and farm enterprise in 
as possible. Ask: How do they dlFfer? 
resemble each other, if at all? Have 
a chart showing different economic models 
e of industry. 

other eKampies of Industries which they 
died so far and have groups investigate 
de which model It ccrnes closest to/ 
Its in cl^ss. Include industries which 
ighly coiTipeti t Ive and Dligppoly types of 
en add some industries which might be 
ven differently and have pupi Is examine, 
them. 



nomist to the effect that our most tech- 
progress Ive industries are among the 
rrither than among the most competitive, 
!< 'pupils If they think he may be right, 
pi Is examine profits tables for some. of 
t industries and quotations about the degree 
ical development in each. Do they still 
heir earlier hypotheses? 
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c^UZSTICXNAmE ON AUTD3 

1. Ko'w many iamuios liv^ in your house or apmmenc Du,ldui^? 
Hnv; ivutny pcoi^ic ItvD in you^^touso or apartmoiit buuaing? 
jIow :^nany au^os do liiesa pGOpie own? 

2. n tomo^row^ year family automobile were to dis^pear, how 
would life m your laniiiy change ? ' ' 

3. If the automobile had never been iiwented^ how do you think 
American life would be differeirt from the it is now? 

4. Do you agree or disagree with the foUowlng statement- 
American automobiies^ on the wholap are pretty good* 

5. Do you think you will own your own car iome day? 

6. If your answer to question five was yeS|. how old do you thii^ 
you will be when you first get your own car ? 

7. If your answer to question five was yeS| why do you want to 
own a car? 

8. If you could own miy car in the world^ which kind wouM it 
be? Why? • 

9. V/hat do you think the purpose Is of mass production ? 
10. Wiiat dooB automation mean? ^ 

IL V/hat is vm 'UMI ? / 

12, V7hat are the names of companies which manirfacture automobiles 
in the U.S, tod^? 

13, Who invented the amomobiie? > ' ' ■ ■ 

14. According to what you have learned about how prices are 
determined^ whai do you thi^ would h^ea to a^to prices 
if the dem^d for ^os were to decrease? 

15. Do you thmii "the uemaiid for autos is elastic ov inelastic ? 
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EXERCISE ON WURCEASmG AN AUTO 



Kenry Glurp is co!ivtnced that he waxits to buy a 
new car^ a flashy Enchdlada S\2per, After a good deoX of 
talk with the SnehUadasatesmaBp who boasted th^ he could 
mmm 'the hottest deal in towi^ Henry got avvay from the ^ 
s^esman and down to think* As nearly m Henry could 
figitre it out^ ha could trada to his two*year-old Panther 
De LuKe on a new Enchilada^ and owe $1200 on the new car. 
Now he has to decide how he can best pay the $1200, He 
is considering these possibilities: 

(1) Henry can withdraw the $1200 from Ms savings 
account* The interest pmd to him on his savings is 
4 1/2 % per year* 

(2) Henry cm borrow toa $1200 from -his friendly neighbor- 
hood bank. The bMker haa told hini'&at he wlU be charged 
6% per yegur in.toterest for every JlOO he borrows^ and tiiat 
he win need to repay the loan in 1& equ^ installments, 

(3) Henry can borrow $1200 from the credit union at his 
place of work, There^ the interest on the loan is 6% 
per year of tiie mipaid balance of the loan* Henry will 
have to repay the loan in 12 inataHments* 

(4) Henry can borrow $1200 from a finance company^ 
the Friendly Loan and Thrift Co* The ftnance company 
advertises a 'low^ low 1 1/2% interest per month on the 
unp^d balance of the loan* ■ ■ Ag^^ Hen^^ will have 12 
montte to repay the loan* 

Questions 

1* Which of the four possibilities listed above do you 
suppose looks best^ at first glance^ to Henry ? 

2, Will the first p ossiblli^ listed above (t^tog the money 
out of his savtogs account) cost Keniy anything? 

H your answer is "y©S| " how much wlU it cost him? 
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3. Under the second possibUity listed above (borrowmg 
from the bank)| how much/ in interest, will Henry have 
to pay? 



Jnda:; imr^ po^sibiliw listed. abovej (borrowing. fruAi 
^ mo crudiv umon) how much^ in interast^ wili Heiiry iioN^c 
vopay? 

5. V/hal is me basic dm:erance be^een the way the 
bank figures its interest rates, and the credit union^s 
way? ' . ^ . 

6. Kow much in interest will Henry have to pay If he borrow, 
Lrom the FriGndly Loan Thrift Co. (the fourth pos&ibih^ 

7. v^hat soenis to be me "eatch*^ in the way the finguice compuxi 
caarges interest ? 

8/ Oi the four possible ways of paying tha liSOOj which really 
is the ciieapGSt ? Is your answer here the same one as your 
answer to the first question? 

Do you thmk Henry might become confused aboiit how to p^,y 
for the new Enchilada? 
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Consumer credit has become an essential feature of the 
American way of life, permits families wiOi secure md 
growing incomes to plan Omad md to enjoy fuMy and promptly 
the owiershlp of automoby.es modewi household appUances 
It flnaices hl^er eduoatton for many who otherwise could not ' 
^ford it. To families struck by serious lltoess or other finan- 
cial setbacks J the opportunity to borrow eases the burden by 
spreading the payments over time. 

Because of ttese benefits, consumers rely heavily on 
credit. Outstanding consuEaei' credit today totals $95 blUlon; 
$?5^bimon takes t&e fo?m of installment credit. The interest 
costs on consume.f cifadit elone amoimttd to asar'v 513 b^liion 
in 1966, ' * 

The consumer has the right to taiiow the cost of this key 
item In his budget just as much as the price of my otiier com- 
modity he buys^ H eonsumsrs are to plan pririently and to 
shop wisely for crsdit, they must Imow wh^ it really costs, 

to many Instancea today, consumers do not l^w the costs 
of credit. Charges are often stated in confusmg or misleading 
terms. They are compUcaied by "add-ons" wnd discounts and 
unfamiliar pmmicks. The consumer should not have to be an 
actuary or a mathematician to understand the rate of interest 
that is being charged. 

As a matter of fair play to the consumer, the cost of credit 
should be disclosed Mly, simply^ and clearly. 

Now th^ the right of consuraera to be fuUy informed is 
protected when they shop in the supermwkets, the time has 
come to protect thwi right tor shoppers who seek credit. 

I recommend Oie Truth-in-Lendiiig Act of 1067 to assure 
that, when the consumer shops for credit, he wUl be presented 
wlUi a price tag tha4 will tell him the percentage rate per year 
th^ is being charged on his ^rrowtag, 

We can make an important advance by Incorporaftf^g the 
wisdom of past discussions on how costs of credit c^ best 
be eKpressed, As a wmiM of these discussion, I recommend 
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legislatiori to assure — 

Full Md accurate Information to the borrower; and 
Simple and routine c^culationa for the lender. 

This legislation is urgently neadad to~ 

Close an important gap in consumer information. 
Protect leptimate lenders against compatltors who 
misrepresent credit costs. 

The Truth -In-Lending Act of'1967 would strengthen the 
efficiency of our credit markets^ without restraining them. 
It would allow the cost of credit to be freely determined by 
Informed borrow^ers and responsible lendara* It would permit 
the volume bf consumer credit to be fully responsive to the 
growing needs^ ability to pay ^ smd aaplrations of the Americ.m 
consumer. 



The above Is an eKcerpt frofti Mesgage from the President 

of the United States to the Congress (House of Rapresentatives: 

Document No. 57, 90th Congrass^ 1st Session). 
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